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No. 1 OF 1930. 


GOVERNMENT OP INDIA. 

EEFORMS OFFICE. 


To 


THE EIGHT HONOUEABLE WEDGWOOD BENN, 

D.S.O., D.F.C., 

His Majesty’s Secretary of State for India. 


Simla, the 20th Sept ember 1930. 


SlEj, 


We have the honour to address you on the conelnsion 
of the constitutional inquiry which has been conducted by the 
Indian Statetory Commission in accordance vnth the pro- 
visions of section S4-A of the Government of India Act, and 
to for'ward for the consideration of His Majesty’s Govern- 
ment, as a pi’eliminary to the discussions winch vdU shortly 
take place at the Eound Table Conference, our views on the 
{further progress which might now be made towards the deve- 
lopment of responsible government in India as an integral 
part of the British Empire. The report of the Indian Statu- 
tory Commission contains proposals of far-reaching sig‘- 
nificance and crucial importance, affoj'ding the most conve- 
nient, and indeed the inevitable, method of approach. We 
have further studied the reports of the provincial committees 
which' were set up in connection with the Indian Statutory 
Commission, and we have derived great assistance from the 
valuable labours of the Indian Central Committee. 
We have, in addition to these documents, had the 
advantage of seeiirg the many suggestions made by indi- 
vidual thinkers in India and the scheme prepared by the All 
Parties Conference in 1928, commonly faiown as the Nehru 
report, which, though it has for various reasons ceased to 
occupy the forefront of the political stage, nevertheless re- 
mains as the most authoritative and detailed exposition of 
the views of constitutional nationalists that has yet been 
nut forward. We have also paid due regard to the opinion 



that has been expressed in India since the publication of the’ 
report of the Statutory Commission, and the most recent de- 
velopments of this opinion v/ill no doubt be placed before- 
His Majesty’s Government by the delegates at the Round 
Table Conference. Finally, we have received and transmit as 
enclosures to this despatch the weighty views expressed by- 
local Governments.. 

The examination carried out by ourselves and the pro- 
vincial Governments has been unavoidably hahd'icapped by 
the circumstances in which it has been undertaken. The 
time available for reaching conclusions on matters at once- 
so intricate and so important has been in itself short, and 
the attention of all Governments in India has been much 
occupied by the abnormal conditions arising from the civil 
disobedience movement, and in our o-\vn ease from the 
situation on the North-West Frontier. Nevertheless, we have 
had the benefit of personal consultation with all the Governors 
of provinces, and have devoted much (^mnsideration to the 
various imoblems involved. We have not found it possible 
to deal in this despatch with all matters of detail, but we trust 
that onr observations will he found to cover the main points. 

POLITICAL FORCES IN INDIA. 

2. General observations. — The solution of the great 

issues which now’- confront ns is to be discuss, ed at the Round 
Table Conference mth a view to achieving the utmost possi- 
ble measni'e of agreement betw-een His Majesty’s Government 
and the representatives of different parties and interests in 
India. It may therefore be convenient, before we come to onr 
detailed observations,, if we attempt to give some account of 
the political forces at w-ork in India, the constitutional 
demands that are most commonly put forward, and the 
strength of opinion on which they rest. We recognize with 
the Statutory Commission the difficulty, particularly at a time 
of rapid change like the present, of estimating wut'h accuracy 
these forces, and, set as we are amid many conflicting cur- 
rents and much clash of old and new% of stating general con- 
clu-sions. What we .say, therefore, must be read subject to 
this caution. Complete agreement on general statements 
cannot be expected. We offer onr observations merely as- an 
attempt to draw a picture wdiich in its broad outlines we 
believe to be accurate. - 

3. The political classes. Tendencies maMug for unity of 
vi6W.--The Indian Statutory Comioassion in the able 
analysis of public opinion in India, with which the first 
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volume of their report concluded, pointed out that political 
thought and influence are, as is to be expected, principally 
conctiidj-ated in the towns. It is. in the larger towns that 
are to be found those elements Avhich give direction or active 
support to tlie political forces of the day. They consist of the 
professional classes, in particular la\ryers, journalists and 
those connected with education ; an appreciable portion of the 
trading classes ; those engaged in clerical occupations ; the 
large number of students at the universities and colleges ; 
the melancholy army of those who having sacrificed much to 
go through tSe scholastic curriculum find at the end that their 
country offers them no employment : and, lastly, the small but 
growing body of educated Avomen who are throwing them- 
selves AAith enthusiasm into the new world of political affairs. 
These are perhaps the chief elements that go to make up 
AA'hat Ave may call the political classes. Their thought is pro- 
foundly influenced and unified bA^ the writings of the press. 
It is no doubt a common characteristic of mankind aU the 
Avorld ov&r that they tend to take their political views ready- 
made, and that Avith growing education those views are more 
and more moulded by the press. This characteristic is certain- 
ly very marked in India, and those AA'-ho might be disposed to 
stand out against popular opinion as expounded in the press 
are not infrequently deterred by a sensitiveness to personal 
attack, w’hich has not yet been blunted by long expeiienee of 
public life. Journalism in India concentrates largely on 
the personal side, and the press is outspoken in its denuncia- 
tion and ridicule of those Avho venture to express opinions 
in conflict Avith those generally accepted. There are 
other important factors which make for a preA'-ailing 
unity of view on certain broad issues. The fact that the 
dominant power in India is in the hands of a foreign race 
cannot fail to offer to those Avho attack existing conditions 
the opportunity of a racial appeal. Again, a common desire 
for changes in the form of the Government acts as an induce- 
ment to preserve a united front, and to keep in the back- 
ground such differences as exist. Finally, caste and family 
attachments are of peculiar strength, and the close intimacy 
of social relations promotes a common outlook. 

4. The commercial classes. — ^We have mentioned above, 
as forming part of the political classes, the trading com,- 
munity. Like aU generalizations this is open to qualification, 
and there may be differences of opinion as to the extent to 
which traders interest themselves in politics and what precise 
part pressure of different kinds plays in influencing their 
actions. But it can hardly be denied that the trading classes, 
“which as a whole used in the past to. be content to occupy 
themselves AAuth their business^ have been taking a more and 
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more active share in politics. Though men prominent in indus- 
try and commerce have for many years played their part in 
public afrairs, the feelmg tliat improvernent of trade 
and industry is to be sought through political channels 
is a development of comparatively recent times. The 
extreme illustration of the rvaj’’ in which this idea has 
gripped the business community is to be found in the attitude 
of the commercial classes in Bombay during the present civil 
disobedience movement. After all allowance is made for the 
religious and emotional appeal of Mr. Gandhi’s name for his 
owircouutrymen, the Gnjeratis, who form such a large element 
in the life of Bombay city, it must be recognized that the com- 
mercial community of Bombay has in pursuit of poli- 
tical power been lending its support, both moral and 
material, to a movement in defiance of the law, wliich might 
have been expected to have no attraction for those whose 
interests depend on stable and peaceful conditions. 

/» 

5. The landholders and the agi'icultural classes. — Pass- 
ing to the more conservative elements in the population, the 
most important class is that of the larger landholders. In 
many parts of the country they still retain in their estates and 
villages a traditional authority, which, though it may now 
meet with some challenge, is yet one of the' active forces in 
the life of the community. The spread of education and the 
influence of the press tend constantly to enlarge the number 
of landholders who might be incbaded in what we have called 
the- political classes. On the whole they remain at present a 
conservative force,, conscious that their influence is likely 
to .suffer from too rapid political changes, and beginning to 
realize that the defence of their interests requires a more 
actB'e participation in public life. Below them in the agri- 
cultural world come the small landholders and the more 
su1>stantial peasantry. This is a class about which it is 
peculiarly difficult to generalize. Broadly speaking, pros- 
perity brings education, and education fosters political ideas, 
it does not follow that the ideas of this class necessarily 
coincide with those of the corresponding urban classes : 
indeed in the Punjab where the small landholders are a 
strong and increasing force there are signs of the. development 
of a conflict of interests between them and the town dwellers. 
But whatever may be their views, the important point is 
that they have views, and cannot be regarded as forming part 
of the unthinking masses. The events of the last few years 
in Gnjerat afford a striking illustration of the effects which 
this class can produce when guided in a political direction. 
Below this stratum come what may be called the agricultural 
masses, a political force of great potential importance, but in 
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normal times interested in little outside tlieir own villages, 
tlieir own immediate needs and conditions, and the hard 
struggle for exiS|tence. It would be fair to say that they have 
no informed conception of the political problems of India. 

6. Industrial labour. — The tovnis too have their counter- 
part to ^yhat we have described as the agTieultural masses. 
The bulk of industrial labour is ignorant and uneducated. 
Their surroundings are often primitive and insanitary, 
though steady efforts are being made to improve their 
lot. Living in tovuis they are more closely in contact 
with ])olitical movements than are the agricultural 
classes, but it is doubtful whether the ordmary political 
ideas make much appeal to them. In the tovnis too 
are to be found those lower strata of the population whicli 
can easily be rvorked up into mob demonstrations and violence. 
These elements and the industrial population have 
formed in recent years the objective of communist propa- 
ganda. In some of the larger industrial towns the doctrines 
of communism for a time made appreciable xrrogress, parti- 
cularly in Bombaju •The movement has recently received a 
check, but it undoubtedly survives as a continual menace to 
orderly progress and the well-being of the community. 

7. Means of appeal to the masses. — The general effect 
of the picture we have endeavoured to draw is that the classes 
affected by political opinion form a wide circle whicli is 
steadily expanding. It is continually establishing new con- 
tacts with those portions of the population which have 
hitherto, been indiferent. But beyond the furthest range of 
the genuine influence of political reasoning and argument, 
those who wish to rouse the unpolitical masses are able to 
play on their feelings by appealing to the interests which 
are intense and vivid in their lives. First among these 
interests must be placed religion. It was the power of 
religion which enabled Mr. Gandhi during the non-cooperation 
movement ten years ago to rouse and sway the masses 
to a degree hitherto unknown in British India, and 
it is the veneration in which he is held for his ascetic life 
and moral teaching that gives him a great part of liis popular 
appeal today. It was the power of religion working through 
the Khilafat movement, which for a time diverted the Musjim 
community from their traditional relations vuth the British 
Government. It was the appeal of religion, that recently, 
threatened to destroy the work of the reformers in the Child 
Marriage Bestraiut Act, commonly known as the Sarda Act, 
and has been used to rouse the transfrontier Muslim tribes 
against a Government responsible for a measure which could 
have no application to them. ■ 
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The second of the main interests through which the 
masses may he roused is the land. India is predominantly 
an agricultural country and the land is the basis of life 
for the great majority of the people. Consequently they may 
be immediately and profoundly affected by anything which 
touches the land, in particular land revenue and land tenures. 
Agrarian problems are seldom far below the surface. 

The third method of approach to the masses is one 
that is still comparatively new and untried. _ It is broadly 
speaking the method of revolutionary communism, the appeal 
to the “ have-nots ”. There ai’e signs in the armoury of 
political agitation of an increasing insistence on the facts of 
poverty in India, not with a view to consti’uctive effort in 
remedy of the causes, but for the purpose of exciting feelings 
against the propertied classes and an alien Govermnent. Not 
much progress has been made on these lines except in the 
industrial towns. But it is part of the policy of communism 
to spread its doctrines among the peasants. 

8. Sectional interests. — In speaking hitherto of political 
interests we have had in mind chiefly feose broad issues of 
public policy which group themselves round the demand for 
an increased measure of self-government, and we have tried 
to suggest the area over which interests of this kind are 
active. There are, however, other interests which make a 
genuine appeal to large bodies of people on lines other than 
those of nationalist politics. One of the marked effects of 
the present constitution, with its introduction of the forms 
of democratic goveniment and its transfer of power not only 
in the provincial councils but in local bodies, has been the 
recognition of the fact that any group or section which has 
a common bond of interest can secure its objects only through 
organization. The binding forces of society outside the 
family are religion and caste, and there has been a delinite 
quickening of communal and caste feeling, and a tendAcy 
for people to group themselves politically under these cate- 
goi'ies, which have for them a practical significance. It is 
felt that a common interest unites those who belong to a 
particular caste or a particular religion, and at a time 
when novel and broader ideas have not yet succeeded in estab- 
lishing themselves, it is no doubt inevitable that the earlier 
manifestations of political awakening should among large 
sections of the population take a form that is familiar and can 
‘ readily be appreciated. Local and provincial patriotisms also 
show unmistakable signs of development. All these indicate 
the real emergence of a public opinion and a general will, in 
»a form however restricted, expressing themselves through the 
relations which most closely concern and interest the masses 
of the people. Forces of this land reach elements of the 
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population which are untouched by the ideas of natioualism, 
but it must be remembered that they are always at baud to 
be utilized for nationalist ends. 

9. The growth of the nationalist spirit. — In saying this 
we do not wish to minimize the extent of the genuine in- 
fluence of nationalist ideas. There is no doubt that a con- 
siderable degree of national consciousness has been evoked 
.among the educated classes as a whole. With the economic 
and educational development of the country have come, natu- 
rally and honourably enough, a greater” self-respect, both 
individual and national, and a demand for equality of treat- 
ment and status 'with the West. The rise of Japan as a gneat 
Asiatic power supplied an early stimulus to this movement. 
Since then the stream of western thought in the present centu- 
ry has more and more brought India mthin the line of its 
current. Intercourse with the world grew. The influence of 
western education increased. Students in ever greater num- 
bers went to .bGngland and returned. Older men, and even 
women, visited Europe more freely, and with a riper judgment 
compared other cojintries with their own. Conscious of the 
magnitude of her share in the Great War, India has watched 
with close interest nationalist movements in Afghanistan, 
Persia and China, while in another direction Ireland and 
Egypt have been examples which have constantly been before 
her eyes. All this has encouraged nationalism and democratic 
thought. One consequence of the growth of nationalist 
feeling has been to make Indian opinion exceedingly sensitive 
to any iU-informed judgments, which might appear to indicate 
a lack of trust, and to all that might be held to mark the status 
of India as inferior to that of other units in the Empire. 
India could hardly remain unaffected by what has 
gone on around her, while at home the constitution of 1919, 
however far it fell short of full self-government, had set her 
feet firmly on the path. It was therefore inevitable that this 
nationalist impetus should come, and it would be a .grave 
mistake to under-estimate its force or to depreciate its value. 
It is a necessary condition of the building up of a wider and 
inure vigorous life, and of that development of a self-govern- 
ing India which from early times has been the ideal of 
the most far-seeing of it^ British administrators. 

10. The nationalist demand. — The nationalist demand is 
for self-government and dominion .status. It is couched 
in terms of British thought and British institutions, for it 
emanates from those who have been profoundly influenced 
by British ideas. The demand for self-government, stated 
in practical terms, is that India should be allowed to manage 
her own affairs both in the provinces and, subject to any 
temporary safeguards that may be requisite, at the centre. 
The claim to dominion status, so far as that can be separated 



from ideas of self-government lias perhaps a sentimentalj 
blit not on that account any less potent, aspect. The demand 
is not only that India should be enabled a,etiTally vithin 
necessary limits to settle her ovm affairs but that she should 
be publicly recognized before the eyes of the v.’orld as com- 
petent to settle them. Both these ideas are included by 
Indian opinion in that dominion status vdiieh the announce- 
ment by His Exeelleney the Viceroy on the Sl.st October, 
1929, described as the natural issue of India’s constitutional 
progress. 

It is po.s.sible to trace in these political aspirations two 
separate trends of thought. The first is directed to the 
natu'Til .satisfaction of a national pride and national senti- 
ment. The position of Iiiclia in the Empire has been 
ambiguous. There are undeniable obstacles to the attain- 
ment of complete self-government at once. But are these 
obstacles to be used for the purpose of delaying the progress 
of India, or is a genuine attempt to be made to overcome 
them ! Are differences of race and culture to keep India 
permanently in a position of inferi(^rity to the great 
Dominions, or is a place to be found tor her within the 
Empire which will satisfy her claims to equal treatment ? 
To those, in whom such are the dominant ideas, the actual 
detailed means by v/hich their ideas may be translated into 
fact are often not of great account. The second, line of 
thought is directed to the fulfilment of concrete , policies. 
Those who think on these line.s have an essentially practical 
outlook and demand power in order to achieve certain 
definite objects. 

11. The extent of support for the nationalist demand. — 
It happens that the course of the civil disobedience move- 
ment ill the last few month.s has exhibited vfith sufficient 
plainness the strengtli of the nationalist forces and also their 
limitations. It is clear that they have on their side a sub- 
stantial measure of support from educated Hindms of all 
classes, for large numbers of those who have not actually 
joined the movement, being repelled by its methods, have 
shoiim nmiiistakabie sympathy with its aims. There is little 
doubt also that the minority communities to a large extent 
share in these broad nationalist aspirations, but it has become 
plain, if demonstration were needed, that generally speaking 
they are not without apprehensions of their position in a .self- 
governing India, and they are concentrating attention on the 
protection of their rights and interests. It is assumed that 
for some time after the introduction of the new constitution- 
politics are likely to remain on a communal basis. It will only 
be by a gradual process that the handling of practical 
problems of administration and policy will lead to the 
development of parties which will be divided on different 
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lines. The lauded interests also are anxious about their 
future. The depressed clas.ses, so far as they are begimiiug 
to develop some political consciousness, look with uneasiness 
at the prospect of Governments dominated by the higher 
castes. The great mass of the people, though, as we have 
said, capable of being galvanized into action b.y appeans 
on those matters which really intere.st them, regard veith 
some indifference political changei-; which Ithsy do not 
understand. It is instructive to observe, hew during tire 
present civil disobedience movement strcuig feeling lias 
been aroused in the towns, and outside tlie 'iowns in 
particular localities where citiier the eonuitivu;s were yeeu- 
iiarly favourable, such as Gujerat, or where some local grie- 
','anee could be exjjloited or some doubt sown ;is to tlie power 
of Government to maintaiii its authority. Bat looking at the 
country broadly, a political agitation of remarkable iiitensity 
and fervour has left the rural districts Init little aft'eeted. 

12. The extreinist element. — In speaking hitherto of the 
nationalist forces vre have, bad in mind primarily those ele- 
ments in the moveqjent which are prepared to look to consti- 
tutional advance within the Empire. But it must be recog- 
nized that there is, particularly among the younger men, a 
considerable body wdio have adopted independence not as a 
phrase but as a settled aim, who are fundamentally hostile to 
the British connection and w’ho, though they may not all 
favour or believe in the efficaej^ of the methods of terrorism 
which many of them are prepared to pursue, are at auj- rate 
coiiviiicecl that it is only by force applied in some form or 
other that they can achieve their end. With such men it 
W'ould be idle to expect that any settlemeiff is ytossible. They 
will oppose an}^ agreement that may be reached, and the most 
that <‘an be hoped is that gracbially tlirough experience of a 
eonstitntion, which gives a considerable degree of self- 
government, ihey may come to realize that more can be 
achieved by working the constitution than by endeavouring 
to overthrow it. 

13. Non- official European opinion. — We must not clo.se 
our account of ijolitical opinion in India without giviug some 
impres.sion of the attitude of the non-official European com- 
munity. The Statutory Commission have emphasized the im- 
portant contribution which tliis community has made to the 
economic development of India and the influence it possesses 
in virtue of its vndespread commercial activities. Prior to 
the introduction of the present constitution the interest of 
the eormnunity in poKtics was limited, but since 1919 it has 
realized the necessity of taking its full share in the political 
life of the country. Its entry into, active polities' has been 
marked by an increasingly liberal spirit towards Indian a,spi- 
rations, and during the inquiry of the Statutory Commission 
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it sliDwed. itself ready to look with favour on proposals for 
political advance, subject to the provision of adequate safe- 
guards for its rights and legitimate interests. The civil dis- 
obedience movement with its accompaniment of a boycott of 
British goods and British trade, through which it was hoped 
to bring pressure to bear on His Majesty’s Government, has 
had marked reactions on those who felt themselves unfairly 
attacked and who resented this intrusion of politics into 
bTisiness. Eesentment has been slow in gathering force, but 
recently European commercial opinion has shown unmistak- 
ably that it does not mean to allow itself to he coerced by these 
methods, and there has been some consequent stiffening of its 
attitude towards political advance. 

14. Conclusions. — Wo have made above some attempt to 
describe the main political currents and forces that are 
moving over the formerly placid surface of India. If our 
reading of the situation is accurate, it is evident that the new 
constitution must be such as will take full account of these 
new forces. The time has passed when it was safe to assume 
the passive consent of the governed.' Th« new system must 
be based as far as possible on the willing consent of a people 
whose political consciousness is steadily bqing awakened. 
There is still in the country a fundamental respect for autho- 
rity. The new legislatures have established for themselves 
a position which is gradually coming to he understood and 
accepted by increasing numbers. Constitutional forms are 
for the most part respected and observed. The condition.s for 
a substanti al transfer of poAver are not in our view linf avour- 
ahle, and we are convinced that the time has come when the 
broadest considerations of Imperial policy demand tiuit we 
should spare no efforts, and even take some risks, iii order to 
arrb/e at a constitiitional solution which will give reasonable 
scope to the ideas and the aspirations that are moving India 
to-day. 


GOVEBNING PEIHOIPLES. 

15. Opportunities for ^owth. — The Indian Statutory 
Commission have at the beginning of the second volume of 
their report, before explaining their detailed proposals, 
set forth plainly the general principles on which their 
recommendations are based. We think it will be con- 
venient if in the same way we make clear at the outset 
our general outlook on the constitutional problem and 
the principles Avhich guide our conclusions. In the first 
place we are in full agi’cement with the view of the Commis- 
sion that the new constitution should not be unduly rigid, 
and that it should allow- of natural growth and diversity. 
For instance, it might ease processes of transition if formal 
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provisions wiiicli may require suijsequent change could be 
drafted in such a way as not to involve legislation if and 
when it is desired to make the change. Again, witliin the 
general framework of the constitution in the provinces it 
might be possible to allow certain variations suggested by 
local conditions and fa"\mured by local opinion. Finally, 
we should liope that both in the provinces and at the centre 
the constitution would give opportunities for development 
by practice and convention in aecorclanee with actual needs 
and experience. The evils that flow from a temporary con- 
stitution have been fully set out by the Commission. Our 
aim must he to establish a constitution which should, as far as 
possible, contain within itself provision for its own develop- 
ment. iTe recognize however that that aim can ])e more 
fully altained in the provinces than is possible at the centre, 
where the ultimate form of the Government cannot as yet 
be so clearly discerned. 

16. The ultimate ideal — An ail-India federation. — The 
Commission have pictured the ultimate constitution of India 
as an all-India “federation including not only British 
India, but also the Indian States. That is an ideal which 
we fully accept. There is an essential unity embracing the 
whole of India, which we hope mil at some future time find 
expression in certain joint political institutions. But it is 
clear, as th-e Statutory Commission have been careful to 
point out, that this ideal is at present distant, and that the 
federation of Gi’eater India to which they look forward 
cannot be artificially hastened. Much may be done to 
promote a more vivid sense of the unity of interests in many 
spheres between British India and the various States, and 
to develop the conception that there are matters of common 
concern which can best be treated in consultation. Never- 
theless we. must recognize that the time has not yet come when 
the general body of Indian States would be prepared to take 
a step so far-reaching in its character as to enter into any 
formal federal relations with British India. 'While, therefore, 
we are entirely at one with the Statutory Commission in hold- 
ing that the ideal is a federation of all-India, and that this 
ideal should he clearly borne in mind when drawing the main 
outlines of the constitution of the new India, we must also 
recognize that the ideal is not likely to realize itself, save in 
its own due time. There is a certain danger that if we direct 
cur gaze too fixedly to a distant future we may tend to over- 
look the needs of an urgent present. The main problem 
which must engage our attention is how British India may be 
developed in a manner which shall not only be consistent with 
the vuder vision, but shall be appropriate to its own im- 
mediate requirements. 
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17. Federal development in British India.— Y7e no 

doubt tLat apart from the importance of designing a structure 
into which the States may later fit themselves, the eouditioiis 
of British India itself point clearly to a federal development. 
India under the old system of bureaucratic government was 
adndnistered on strongly centralized lines. AVith the first 
steps along the path of democracy it was neccissary to relax 
control at the centre, and as the Statutory Commission point 
out, tlie cornpietLcn pf the policy contained ui the announee- 
ment of August 20th, 1917, was pictured* by the authors of 
the Montagu-Chelmsford report in the form of “ a congeries 
of self-governing Indian provinces associated for certain pur- 
poses under a responsible G-oveniment of India ”. This 
remains in our opinicai the only feasible policy for ti-anslating 
responsible iustitiiiions into a country containing so huge a 
population and such diverse elements. The acceptance of the 
federal idea for British India Cannes with it the obligation to 
develop as rapidly as possible the emergence of the self-govern- 
ing units which must form the component parts of the federa- 
tion. As the Commission point out, we shall be engaged on a 
process which is the reverse of normal,.* We do not start 
v/ith self-governing states which agree to combine. AY e have 
already an administrative nnity, and our first task is to 
decentralize with a view to permitting the development in 
the provinces of that degree of independent activity which 
should characterize, the units of a federation. We are, there- 
fore, in full agreement with the broad aim of the Commis- 
sion to give to the provinces the maximum of autonomy con- 
sistent v.'itli the interest of India as a whole, and to make 
each province as far as possible mistress in its oavu house. 
But in following this policy we must be careful not to 
sacrifice the spirit of national unity which has gradually been 
de.A'eloping under the centralized British administration. 
AYe require a vigorous central authority capable of sustain- 
ing the hGaAV" burdens that necessariW fall upon it. It 
will be responsible for the defence of the country against 
external attack, and for the maintenance of the ultimate con- 
ditions of internal tranquillity ; for the finances of India as 
a Avhole and its credit in the markets of the world ; for its 
commercial and tariff policy ; and for all those matters of 
common concern which must be handled by a central Govern- 
ment. It .should be in a position to mobilize the experience, 
talent and resources of all India for the more efficient pursuit 
of such objects as agricultural, medical or economic reseai’ch. 
It must also possess powers of intervention if developments 
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in any province are sueli as to aifeet any other part of India 
or the administration of any central subject. 

18. The problem at the centre. — The most difficult 
problem that confronts us is what fonn this central authority 
should take. It is clear that manj- of its functions must for 
some time continue to be exercised, as they are at present, in 
responsibiiity to the ultimate will of Parliament. The 
material foundations of modern India’s life have been laid by 
the hand of Britain, and in the process British interests have 
come to be deeply engaged in India. A history to which 
Britain can look back with pride has left results which pro- 
foundly iutluence the present. The security and the prosperity 
of India represent an interest of Britain as weli as of 
India, and an interest of such magnitude that Britain cannot 
afford to see it jeopai’dized. It might be arg-ued that as any 
complete form of responsible government at the centre 
is, for the reasons we have just indicated, in present 
conditions imjpos^ible, no attemjpt can usefuUy be made 
to invest tlie Government with any popular sanction. 
A <;eni.ral Government should be constructed which 
would throughout the field of its fimctions be plainly 
responsible to Parliament alone, and in order that the 
executive might fulfil these responsibilities the legislature 
should be so constituted that it could be depended on to grant 
to the executive the money and the legislation required to 
carry out the policy of Parliament. The legislature woitM to 
some extent reflect opinion in India, and its views would be 
taken into account before decisions were reached. But when 
once the Government of India, in agreement with the Secretary 
of State, had reached conclusions, the Indian legislainre 
would be content to implement them. Such a Government 
would no doubt be strong in the sense that it could count on 
getting its own way. But it would be wholly deprived of that 
element of strength which comes from the support of pulfiic 
opinion. "VVe have set out this alternative quite frankly, for 
it represents one of the logical extremes, as complete self- 
government represents the other, and when proposals for 
some intermediate position are put forward and are attacked, 
as they well may be, on the ground that they may lead to di- 
vided counsels, it is important to realize clearly that the two 
extreme positions' are impossible. The Statutory Commis- 
sion had no doubt on this point. They stated that as a mat- 
ter of practical politics there could be no question of going 
back to a previous “stage by providing that the Assembly 
should have an official majority or by reducing its pow'ers. On 
the contrary, they have addressed themselves to the task of 
considering how the machinery by which Indian political opi- 
nion .expresses itself and exerts its influence at the centre 
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may be improved. We are in entire agreement vfitli this 
view. The solution of our difficulties is not to be found by 
attenuating the channels through which Indian political 
opinion finds expression, but rather by harnessing that 
opinion to constructive work, so that what is at present a 
danger to the stability of Government may be converted into 
its main support. The Statutory Commission have put the 
point in words which we would desire to endorse ; — 

^Nationalism is a force with immense powder for good 
or evil, and the task in the future is to utilise 
that force for constructive ends. For national- 
ist movements that fail to find an appropriate 
outlet for their energies tend to' mere strife and 
futility.” 

19. Suggested conditions of a solution. — The conditions 
of the problem suggest to ns the importance of defining as 
clearly as possible the purposes which Britein must continue 
to safeguard in India, and making it plain that where those 
purposes are not eoncei'ued India should be free to manage her 
own affairs. The British Government must satisfy itself on 
certain essential points, for instance, that the defence of India 
from external attack, which rests, and for many years must 
continue to rest, largely on British troops, is fully assured ; 
that relations with foreign States, with the ultimate pos- 
sibilities of war which they involve, are conducted under its 
authority ; that the conditions of internal security are main- 
tained ; that financial obligations are provided for and the 
requisite financial stability and credit of the country ade- 
quately secured ; that reasonable ti’eatment is accorded to 
minorities ; and that unfair discrimination is not practised 
against any section of the community. In onr opinion the 
"ultimate control of these matters must in present conditions 
reside in the British Parliament. It would be nndorsi:ood 
that upon Parliament rests an obligation to secure certain 
definite purposes, and that for these express purposes it may 
be necessary for Parliament to intervene at any point 
in the administration of the central Government, "^lere 
these purposes are not affected, the policy and administration 
at the centre may properly be regarded as the concern of 
India alone. From this point of view the activities of the 
central Government might perhaps he viewed as falling into 
thi-ee categories. There would be, in the first place, '’those 
subjects in which the interest of Parliainent might be ex- 
pected to be continuous, such as defence, foreign affairs, the 
]>reservation of general tranquillity and the fulfilment of 

^Voliime n, para. 19. 
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financial obligations. Secondly, there Avould be subjects in 
whieli Parliament would be interested only occasionally, 
if ‘and when it became clear that the policies pursued were 
affecting the purposes which Parliament wished to safeguard. 
We should be inclined to include in this category the methods 
of taxation l3y which the revenue of the central Government 
is raised, the tariff and commercial policy, and the manage- 
ment of railways. We should expect these matters normally 
to be directed in accordance with the views that commended 
themselves to the majority of Indians, but subject always to 
the possibility of Parliamentary intervention if any of the 
purposes of Parliament were threatened. Finally, there 
would be a range of subjects in which w’e should hope that a 
popular policy would seldom, if ever, come into conflict with 
the responsibilities of Parliament. Such w'ould be, for in- 
stance, the general economic development of the country, 
industrial policy and questions of labour : the ordinary ad- 
ministrative services Avhich the central Government carries 
out, such as the mafiagement of the postal and telegraph 
systems or the customs administration ; the development of 
communications whether by land or air ; the co-ordination 
of those activities which form the primary concern of the pro- 
vincial Governments, such as education, health and agricnl- 
tufe ; the promotion of social reform, and many other matters 
of great importance to the welfare of the community. Again, 
the selection of the representatives of India at Imperial con- 
ferences or at the Ijeague of Nations, and, subject to any over- 
riding considerations of Imperial policy, the instructions 
given to them appear to us to he matters which might well be 
left to the determination of India. The relations of India 
with other parts of the Empire must naturally be of concern 
to His Majesty’s Government. But we should hope to. see a 
development of the existing practice whereby India is enabled 
to deal direct with the Governments of the Dominions 
in certain matters that affect her closely. Generally, in 
regard to the sphere in which the central Government might 
expect to be allowed to pursue its own policy, we think it is 
important to remember that it is proposed to hand over to 
responsible Governments in the provinces the administration 
of all the functions which most closely touch the life of the 
people. It seems to us evident that in some foirm or other 
comparable aetirities, which are the charge of the eentr.al 
Govei'nment, should also be administered in relation with the 
popular view, provided always that the broad purposes of 
Parliament which we have described above are not affected. 
The precise form by which public opinion may make itseff 
felt in a Government, which must be prepared in certain 
matters to be guided ultimately by the will of. Parliament, is 
the cardinal problem that Confronts us. We offer our own 
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suggestions later, not with the idea that they are proof against 
criticism, but as indicating general lines of development which 
seem to iis, on the basis of our own experience, less open to 
objection than others that we have seen. But whatever may 
be the plan adopted, w'e are convinced that no scheme of (Gov- 
ernment at the centre can work with success, unless it is re- 
cognized tliat Parlihment and the Indian legislature have each 
their special contribution to make to the w^elfare of India 
wliieh is the Joint purpose of both. Our aim should bo a 
parcner.s]up in a common cause. 

20. Ultimate considerations. — The Statutory Commission 
suggest that there may be a further complication in a problem 
already sufficiently complicated. They utter a caution against 
the development at this stage of institutions which might pre- 
judice the ultimate form of the central Government. The 
caution is no doubt one that should he borne in mind. But 
caution in this respect must not be carried to the point of 
allowdng ourselves to be immobilized from fear that any step 
wx' take may prove not to be leading ns directly to our ojid. 
There is much to he done before that end can be reached, and, 
if we hope to reach it, we must he prepared to test by experi- 
ence the forms and methods of that type of Government 
wffiieh Avill eventually' emerge. It is clear that the aim for the 
centre as for the provinces must he the progressive realiza- 
tion of responsible government. There already exists in the 
Legislative Assembly an organ which aS' it develops will be- 
come one of the main instruments of responsible government 
at the centre. Responsibility will come as the result of the 
relations established betwxen the legislature and the execu- 
tive. We cannot at present foresee precisely what the ulti- 
mate development of those relations will he. But it seems 
to ns plain that we should without delay set ourselves to the 
task of encouraging the establishment of effective relatioiis 
hetrveen these two bodies, and thus prepare the foundation 
foi‘ the full responsible government w'hich we desire to reach. 

THE GOVERNORS’ PROVINCES. 

21. Boundaries Commission. — We come now to a con- 
sideration of the detailed proposals made by the Statutory 
Commission, and following the order in which they liave 
approached the problem we shall deal first with the Gov- 
ernors’ provinces. The first subject on which the Com- 
mission touch is the need for provincial redistribution. 
They suggest that the Government of India should 
set up, as a matter of urgent importance, a Boimdaries 
Commission with a neutral chairman, to investigate the main 
cfisAs in which nrovincial readjustment seems called for. The 
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two pai’ticular cases to whicli the Commission themselves give 
their attention are Orissa and Sind. 

The claim of the Oriyas to a separate province of their 
own is of long-standing. In their letter the Government of 
Bihar and Orissa have dravm attention to the need of making- 
early investigation into all relevant factors vith a view 
to satisfying the very natnral desire of the Oriya-speaking 
peoples to possess an administration of their own. The 
claim of Sind to be a self-contained unit has become increas- 
ingly prominent in recent years. The preponderance of the 
local population is Muslim, and their claim to separation 
from the Bombay Presidency has been ardently advocated. 
Neither on Orissa nor on Sind are vce yet in a position to 
tender final advice, but we urge that enquiries be set on foot 
at the earliest possible date. We should not contemplate en- 
trusting the task to a single Boundaries Commission. The 
two problems are not connected, and we would suggest in- 
vestigation by two separate committees. We wish to 
emphasize the need for expedition in reaching conclusions on 
these two outstanding eases, which are respectively of funda- 
mental importance to the two provinces of Bihar and Orissa 
and of Bombay, as they now exist, in order that, if new 
arrangements are required, they may be introduced simul- 
taneously with the new constitution. We conceive that the 
Rind Committee will he concerned primarily with the ad- 
ministrative and financial aspects of separation, for the ques- 
tioJi is not one of boundaries. In Orissa on the other hand 
difficult questions of future boundaries will be directly in 
issue. 

Other possible readjustments of provincial boundaries 
should in our view stand over, until opinion has more clearly 
expressed itself. It would be for the new administrations 
themselves to take up such cases as they arise. 

We note in passing that the separation of Burma may 
involve readjustments of the boundary between that province 
and Assam. To this reference will be found in the letter of 
the Government of Assam. 

22 . The abolition of dyarchy. — ^In agreement with the 
great mass of opinion in this country,, both official and non- 
official, we accept in principle the recommendations of the 
Commission for the reconstitution of the provincial Govern- 
ments. In so doing, we . do not associate ourselves with thosa 
who pass an unqualified condemnation On the existirig disposi- 
tions. On the contrary we pay our tribute to those who 
planned and those who have worked the provincial constitu- 
tions. Dyarchy in the provinces was never intended to be 
more than a transitional device, a first step on the difficult 
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road towards a completely responsible system. Witli few ex 
cep lions goodwill bas been fortbcoming, and an earnest 
endeavour has been made to translate into action the oppor- 
tiuiides which the constitution has offered. Provincial Gov- 
ernments, whether on the reserved or the transferred sides, 
can take reasonable pride in their administrative record. 
Policy ma:,- sometimes have been at fault ; results may not 
always have balanced expectations ; but on a broad view 
much has been accomplished that might have been difficult 
of achievement under the older nnreformed system. We are 
clear, howex'er, that a stage has now been reached in the poli- 
tical grovvth of the provinces at which the next step forward 
should be taken boldly. We agree with the Commission that 
the time has come to remove the boundary set up between 
Qepartments of which ministers may take charge and 
those from wdiich they are excluded. To reserve law and 
order would be to concentrate attack on the most delicate 
part of the machinery. The arguments in favour of transfer 
hav’e been authoritatively and, to our minct, conclusively stated 
by the Statutory Commission and the Indian Central Com- 
mittee. We do not disguise from ourselves the risks inherent 
in so great a change. But, subject to the necessary safe- 
guards which the Commission have suggested, we are pre- 
pared to see provincial administration in all subjects entrusted 
to responsible ministers, linked together in a common account- 
ability for their policy, and operating in relations with popular 
legislatures from which the official element will have dis- 
apjieared, and in which the nominated element will have been 
reduced to the smallest proportions. 

On the main issue that a great step forward should be 
taken, the unanimity of the provincial Governments is coni- 
Itlete. Difi'erences of opinion on details merely anticipate 
what we ourselves consider to be probable, namely, that the 
working of the new system may not follow identical lines in 
all provinces. A single rigid system might hamper, and not 
assist, the ready ex23a7ision of free institntions. Some 
freedom in the constitution is needed in order to facilitate 
local growth in forms suited to local conditions. 

The provincial reports sufficiently indicate the provincial 
view and we do not ourselves propose at this stage to discuss 
m detail the recommendations of the Commission on all pro- 
■ vineial points. There are, however, cei'tain matters on which 
comment is required, and to these we now turn. 

Provincial legislatures. 

23. Their life-time.— There is no dissent from the pro- 
position that, the- noi'mal statutory life of provincial legisla- 
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t’ares should be raised from three to five years. "We join with 
the provincial Groveniments in accepting the proposal. 

24. Their size. — The Commission criticize the size of the 
present councils and find them too small. They suggest that 
unless an increase in the size of the electorate is accompanied 
by an increase in the number of constituencies the reality of 
representation maj’ be prejudiced. They remark that in- 
creased membership of the provincial councils will facilitate 
their plan of representation at the centre. The recom- 
mendation which the}^ make is that in the more important 
provinces there should be an immediate increase to a figure 
between 200 and 250. 

We accept in principle the suggestion that there should 
be a material enlargement of the provincial legislatures suit- 
able to the new conditions, but we would be reluctant to 
propose precise figures reached on a priori grounds. The 
matter should, we consider, he included within the terms 
of reference to th^ Franchise Committee, in order that the 
size ci each provincial legislature may be decided on the basis 
of ascertauied needs. Any substantial increase in the elector- 
ate will certainly necessitate an addition to the nnm- 
ber of the constituencies in each province. The prov- 
inciai G-overnments recognize the need for enlarging the 
legislative councils ; hut their general view appears to be 
that so large an increase as the Commission have in mind 
may be unsuitable to their conditions. 

For the reasons given by the Commission it will still i.'-e 
neces.sary for some time that the Governor should retain a 
strictly limited power to nominate, bnt we doubt whether, 
when the Franchise Committee have completed their labours, 
it will be found necessary to give a power of nomination 
c^nite on the scale which the Commission have in view. We 
agree that no special provision should be made for the election 
of women. 

25. The disappearance of the official bloc. — The presence 
of an official bloc has been a noticeable feature of the present 
dyarchicai system, and essential to its -working. We agree 
that with the abolition of dyarchy, the official bloc should no 
longer be retained. W'ith the exception of a small nominated 
element, the provincial legislatures will be wholly elected ; 
free play will be given to the formation of parties, from 
which we may expect to emerge coi*rect principles of minis- 
terial responsibility. 

26. Constituent powers. — The question of granting to 
provincial legislatures constituent powers raises difficult 
issues, both constitutional and practical. The Commission 
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suggest that after ten years the provincial councils should 
have the power to set in train certain proposals for change 
by the method of “ constitutional resolution ”, but the 
changes would be limited to those affecting the electoral law. 
The enforcement of a constitutional resolution would be 
dependent on the grant of a certificate by the (xovernor that 
the resolution reflected the general opinion of the province 
and of any community specially affected, and would require 
also the concurrence of the Glovernor General. 

W'e weicome the proposals of the Commission to give to 
the provincial legislatures this measure of constituent power. 
Were it practicable to do so, we would gladly enlarge its 
scope. Gut with one possible addition, to wmieh we shall 
presently refer, for the creation of a second chamber, we see 
grave difficulties in giving this procedure any wider extension, 
iilveii within the ambit of the electoral law, 'the distribution 
by statutory provision of the balance of political power 
between the representatives of ditferent communities and 
interests in fixed proportions immensely complicates the pos- 
sible effects of electoral change. The initial dispositions will 
now be made under the authority of Parliament itself, after 
consultation v.Tth the representatives of British India as- 
sembled in meeting at the Bound Table Conference. To 
throw open those dispositions to early revision by local 
authority would, from the start, invite conflict and might pre- 
judice the endeavour to initiate a fully responsible system of 
Government in the provinces. It is reasonable that the 
electoral system set up at the beginning of the reforms should 
rest on the assumption that it will endure at least xmtil new 
political conditions are established, after experience of the 
new Governments has been obtained. For these reasons we 
do not antiei|)ate that Indian opinion will resent the provision 
that no ' ‘ constitutional resolution ’ ’ may be passed by a pro- 
vincial legislature until after the lapse of some years from the 
inauguration of the new system. With regard to the scope 
and freedom of the constituent powers, it is clear that these 
must remain under some limitation, at least until the country 
at large is prepared to abide by what we regard as a funda- 
mental principle of responsible government, namely, the 
validity of a majority decision. While, therefore, we are 
anxious to lose no oppoi’tunity to place within the constitu- 
tion the seeds of its own growth, we agree that, subject to the 
addition which we have, suggested above, and w'hich we now 
discuss, the range of the constituent power accorded to the 
provizicial legislatures should be as proposed by the Commis- 
sion. 

27. Second chambers. — The arguments for and against 
second chamher.s in the provinces have been fully set out by 
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the Commission, v,iio have themselves not found it possible to 
make a unanimous recommendation one \Yay or the other. 
There was a similar diversity of opinion among the members 
of the Indian Central Committee. Among the provincial 
(jovernments, Aladras, Bombay, the Piuijab, the Central Pro- 
vinces, and Assam do not desire second chambers. 'SVe under- 
stand that this represents in all cases the unanimous view of 
both sides of the Governments, except only that in Bombay 
one member of Conneil supports a second chamber for that 
province. All members of the Government of rhe United 
Provinces are in favonr of the establishment of a seeoml 
chamber in that province. In Bihar and Orissa also the local 
Government, wnthout any dissentient member, advocate a 
second chamber. Opinion in the Government of Bengal is 
divided. They state in their letter that some members are 
strongly in favonr of a second eliamber, and that the re- 
mainder are donbtfnl. In these cii'ciimstanees the local Gov- 
ernment express themselves as having decided to maintain 
the opinion in favaur of a second chamber which they 
expressed in their memorandum to the Statutoiw Commission 
in 1929. 

The matter seems to us to be peculiarly one in which 
regard should be had to local conditions. We would not 
propose that in any province a second chamber should be 
made a condition of advance. Where local opinion favours 
and local conditions seem to require a second chamber, it 
should in onr -^new be set up and incorporated in the new 
constitation. The problem has now been fully investigated 
by the Statutory Commission, and we have before us the 
considered views of each provincial Government. Their 
knowledge of local conditions and local requirements is 
necessarily more intimate than our own. We therefore 
accept the recommendations of the Governments of Aladras, 
Bombay, the Punjab, the Central Provinces aird Assam 
that there should be no second chambers in those provinces. 
SSimilarly we accept the recommendations of the Govern- 
ments of Bengal, the United Provinces, and Bihar and Orissa 
that in those provinces there should be a second cbamber. 
If effect is given to their wishes, we should suggest that the 
manner in which the upper house should in each instance 
be composed in those three provinces should be left to further 
investigation by the rranehise Committee in the light of the 
suggestions Avhich the three Governments have put fonvard. 

While we agree that in five of the eight provinces, there 
should on the institution of the new constitution, be a single 
ehainber legislature, we associate ourselves with the view 
expressed by the Government of Madras that future cireuin- 
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stances may create a demand for a second chamber. We 
accordingly accept the suggestion of the local G-overn- 
ment that the subject should be included among those matters 
on which after ten years a “ constitutional resolution ” may 
be passed, and would apply the provision to all provinces, 
leaving it open to a provincial council to recommend the 
creation of a seeopd chamber where none exists or the aboli- 
tion of one that has been set up. We do not take it as certain 
that no provincial council will pass a resolution to substitute 
for a unicameral a bicameral system. The success or failure 
of second chambers in those provinces where they are estab- 
lished will, we have no doubt, materially shape political 
opinion in those provinces which retain a single chamber 
legislature at the outset of the new system. We would sug- 
gest that a resolution dealing with the creation or abolition 
of a second chamber should require to be supported by not 
less than three-fourths of the votes of the legislature instead 
of the proportion of two-thirds suggested by the Commission 
for other matters. If it were proposed To abolish the upper 
house, the decision might be taken in joint session, and the 
resolution if certified by the Governor should in onr view be 
submitted by the Governor General to the Secretary of State 
and laid before Parliament for its ai^proval. 

The suggestion of the Commission to set up a small expert 
revising body to which legislative proposals could be sub- 
mitted beiween the report and the third reading stages has 
attracted little siipport. 

28. The franchise. — We agree with the Commission that 
with the establishment of responsible Cabinets in the pro- 
vinces, the present franchise for the provincial legislatiires 
will be too restiicted. We accordingly accept their recom- 
mendation that there should now be such extension of the 
franchise as is reasonably practicable, and that the investi- 
gation of this matter should be entrusted to a specially con- 
stituted Franchise Committee under an impartial and ex- 
Ijerienced chairman. The arguments used* by the Commis- 
sion leave no room for doubt that the immediate adoption of 
adult suffrage is wholly impracticable. The precise extent 
to which the franchise can now be widened is a matter on 
wliich, in onr opinion, it is not possible to form conclusions 
until the problem has been investigated by the Franchise 
Committee. 

There is under the present system no uniformity of the 
franchise qiialification in the different provinces ; and it is 
clear that while the franchise continues to rest for the most 
part on a property qualification directly related to land 
revenue payments, no precisely uniform system is possible. 

*VoIiime II, para. 105. 



The views expressed by the provincial G-overnmeiits suggest 
that the extension of the franchise may well lie greater 
ill some pro^dllces than in others. The CTOvernrneiit of 
Bombay consider that the franchise should be widened to the 
extent of trebling the electorate, but this is further than most 
provincial Governments are prepared to go. Some indeed 
enter a caution against the too rapid eni ranch Iseinent of 
ignorant and illiterate voters simultaneo'usly vtith the intro- 
duction of a new system of goveinment. Our genera] ■\'iew 
is that it might be unwise to tie down the Franchise Coin- 
nxittee to aiij' pre-arranged percentage of enfranehisemeut. 
We would be glad if it were found possible, from province to 
province, to reach the eiifranchisem.ent of 10 per cent, of the 
total population recommended by the Commission, but wc 
would leave the Pranchise Committee free, for valid special 
reasons which they may find to exist, to adjust their recom- 
mendations to local conditions. 


In the cours# of their investigations the Committee 
should be directed to examine in each province the feasibility 
of introducing an additional qualification based on education. 
The Commission’s suggestion of this new qualification 
has received a considerable measure of support from some pro- 
vincial Governments, but from others has not escaped cri- 
ticism. For example, the Governments of the United Pro- 
vinces and the Punjab question the soundness of the quali- 
fication ; and though it may be suitable in some provinces, it 
is possible that it may not be appropriate in all. 

The Commission recommend that the Committee should 
be instructed to have due regard to the respective claims of 
urban and rural areas, aud to the rights of women as well 
as of men. It is further suggested that the Committee should 
devise such qualifications as would secure as far as possible 
the same proportion of voters to population in different 
communities. At the same time the Commission deprecate 
different sets of qualifications for voters of different religions 
or races. We have no doubt that the Pranchis.e Committee 
will keep these important considerations in view. The Com- 
mittee will not however be able to treat as first principles 
both these recommendations, namely, that there should be in 
each community the same proportion of voters to population, 
and that the franchise qualification for all communities should 
run on the same level. In some cases their results, may be 
found to he mutually contradictory, and we anticipate that 
some adjustment by compromise wiU be needed in their appli- 
cation. It has been remarked on past occasions that, after 
religion and race, the boundary beUveen town and country is 
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the greatest dividing line that runs through the Indian people. 
In more than one province the Committee may find that some 
readjustment is neeess,ary of the xoresent representation 
respectively of urhan and rural areas and Ave attach great 
importance to securing genuine and effecth^e representaiion 
of rural interests. With the broader aspects of female 
suffrage tve shall deal in our next paragraph. 

In agreement Avith the provincial Governments, Ave would 
prefer that Parliament should not commit itself to the 
appointment after fifteen years of a second Franchise Com- 
mittee. 

29. Female suffrage. — In the first volume of their report 
the Commission deA'ote a spiDarate chapter to the increasingly 
important joart noAA' being played by the Avomen of India in 
social reform and generally in public affairs. They consider 
that the Avonien’s moA^emeut holds the key of j^rogress and 
observe that the results it may achieve are incalculably great. 
This estimate of the imxoortance of the av omen’s moA^'ement 
leads the Commission to conclude that India cannot reach the 
position to Avhich it astAires. in the Avorld until its women play 
their due part as educated citizens. 

The suggestions for the enfranchisement of Avomen made 
by the Commission in the second Amlume of their report 
follow directly from the conclusion AA'hieli they reach in their' 
first volrnne. The Commission obseiwe^' that while 
provincial legislatures in exercising the option allowel 
to them of enfranchising \Ammen on the same terms as men 
haA’o made a gesture of high significance, it has remained 
only a gesture, because few women in India OAvn property 
in their own right. In consequence, under the jAresent 
franchise the proportion of Avomen as A'oters is still extremely 
low. In order to correct their ]Arox)ortion the Commission 
recommend the addition of tAvo special qualifications for 
Avomen voters : namely, being the AAufe OA^er 25 years of age 
of a man who has a property qualification to vote ; and, 
secondly, being a AA’idoAv OA’er that age whose hiisband at the 
time of his death Avas so qualified. In addition, under tlie 
Commission’s scheme, AA-omen OA'er 21 years of age AA'ho 
possess the suggested educational qualification Avonld also be 
enfranchised in their ovm right. 

These suggestions have called forth much criticism and 
we doubt whether they would be acceptable to any consider- 
able section of opinion in the country. The arg'ument* 
against the Commission’s proposals have been well set out 
in the report of the Government of the United FroAunces, in 
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Yvhieli it is suggested that in the existing conditions one 
practical result of the joroposal would be to give to the family 
of the low caste Hindu voter, whose wife is able to go to the 
poll, a second vote ; and thus give them twice the voting 
power of many of the higher castes, and also of many of the 
Muslims,, whose wives would be debarred from recording 
their votes by the operation of social custom. At the time of 
the last reforms the enfranchisement of women vras considered 
by the Joint Select Committee of Pariiamoiit, who felt that it 
was not desirable that they should attempt to settle tlie ques- 
tion themselves. Their viev’ was that the enfranchisement of 
women goes deep into the social system and .susceptibilities of 
India, and is therefore a question Avhich ea.n only prudently 
he decided in accordance ■with the wishes of Indians consti- 
tutionally expressed. It was in pursnai'ice of that view that 
provision was made in the electoral rules of each province 
leaving the decision on female suffrage to the provincial 
legislature. In their replies to .the present reference the 
majority of provin^iaFGrOvernments have taken somewhat the 
same line. We agree with them that it would be unwise to 
attempt to force upon India measures for the enfranchisement 
of great numbers of women. We suggest, therefore, that this 
matter should continue to be left to the decision of the pro- 
vincial councils, and we consider that the subject can well 
be dealt with by them in the constitutional resolution to- 
which we have referred. So long however as the principle set 
out by the Joint Select Committee of Parliament is main- 
tained, we think it to be a proper course that the sug,gestions 
of the Commission for the special enfranchisement of women 
should be further investigated by the PrancMse Committee. 

C 0 mmunal representation. 

30. The Hindu-Muslim impasse. — The problem of com- 
munal representation has been rightly described by the Conr- 
mission as a highly controversial and most important subject. 
On its solution rvill depend in no small measure the success 
or failure of the new constitution. 

The Commission’s report contains a carefully prepared 
and closely j-easoned examination of the issues at stake. The 
eonelusion reached is that in the absence of agreement between 
the Hindus and the Muslims, the Commission* “^are com- 
pelled to assume in this matter, a continuance of separate 
communal electorates ”. If there are to be communal elec- 
torates, the outstanding question left for decision is the pro- 
portion of seats in the various provincial councils to be set 
aside for Muslim members. After expressing a hope that a 
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renewed effort will be made between the two communities 
themselves to reach an accommodation, the Commission 
offer several general espressions of their opinion. They 
hold that in viev,' of the weakness of the Muslim minority in 
six out of the eight provinces, the present scale of weightage 
in favour of Aiuslims -in those six provinces may properly be 
maintained. On the oilier hand, the Commission range them- 
selves definitely a'gainst the full claim put forward by the 
Muslim community that, while retaining their weightage in 
the six provinces, the present proportion of seats secured to 
Muslims by separate electorates in Bengal and in the Funjab 
should be enlarged to figures proportionate to their ratio of 
popuiaticn. Seized with thi.s dilemma, the Commission offer 
the Muslim- community a choice between two alternatives ; 
either, so it would appear, representation on a basis of their 
population in Bengal and the Punjab, but rvith the loss of 
their v.'eightage in the six provinces ; or joint electorates by 
mutual consent in Bengal and the Punjab and the existing 
scale of weightage eisev^here. There ha^ been no indication 
hitherto on the part of the Muslim community of any dis- 
position to accept either of the two alternatives suggested 
for their consideration bj’- the Commission. Nor has the com- 
munity given any support to the scheme outlined in appendix 
VIII of the report for substituting for communal electorates 
a plan which purports to combine joint electorates with the 
-exclusion of candidates unacceptable to the community 
affected. 

While the Commis.sioii hold the view that, in the ah.sence 
of agreement between Hindus and Muslims, communal elec- 
torates must remain, the majority of the Indian Central Com- 
mittee believe that wider considerations must ovenfide the 
wishes of particular communities, and recommend that 
communal electorates should he abolished. Their proposal 
is that in provinces other than Bengal seats should be 
reserved in joint electorates either on a population basis or 
■on their voting strength, whichever may be more favourable to 
them, and that they should be permitted to contest other seats 
in general constituencies beyond the number actually reserved 
for them. The Committee proposed that in the Punjab the 
Hindu and Sikh minorities should he given the privileg-e 
which they i-ecommended for Muslim minorities elsewhere. 
But for Bengal they suggested that there should he no 
separate electorates and no reservation of seats, and that the 
two coimnunities should vote together in a joint electorate. 
These majority recommendations of the Committee were ex- 
tremely, distasteful to two out of the three Muslim members 
of the Committee, and drew from them a vigorous minute 
of dissent. 
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Lastly, we take this opportunity to refer to the soiiitiuii 
put forward in the Xeliru report, whose authors took the 
line, first, that separate electorates must be completely dis- 
carded as a condition precedent to any rational system of 
reprosentatioii ; second, that the reservation of seats for 
majority communities is indefensible ; and, third, that for 
Muslim minorities there should be reservation of seats, when 
demanded, in strict proportion to their population, with the 
right to contest additional seats for a fixed period of ten 
years. This solution was no more successful than other 
expedients which have been proposed ; and its failure to 
attract Muslim support was one of the reasons why the Xelun 
report was subsequently disowned by its own promoters. 

Since the publication of the report of the Statutory Com- 
mission little progress has been made loy way of iiegotiatL.iU 
between the two communities. We recognize the need for 
an agreed solution, and would be reluctant in this clespatch 
to write anything that might hamper agreement between the 
representatives of the two great communities themselves. At 
the same time we cannot disguise from ourselves that the 
prospects of agreement seem remote. When the last reforms 
were introduced, the Lucknow pact held the field, and 
through ont the proceedings of the Joint Select Committee 
was given binding force. That pact is no longer acceptable 
to either party ; and if the decisioir of the problem be left to 
Parliament, unaided by agreement between the parties, no 
easy solution can be found on the lines of a maintenance of 
the status quo. The change effected by the withdrawal of the 
official bloc is also important, and brings the communal ques- 
tion into greater prominence, for vdth the disappearance of 
the neutral element communities are driven to rely exclusively 
on their own representation. Their relative strength, there- 
fore, becomes a matter of still closer interest. 

We do not propose to traverse the arguments, theoretical 
and practical, against communal electorates. We are fully 
conscious that separate communal representation assumes a 
special significance as the responsibility of the executive to 
the legislature grows more complete. At the same time in 
agreement wuth the Statutory Commission and with every 
provincial Grovernment, we are constrained to the opinion 
that the privilege which they now possess cannot and should 
not he taken away from the Muslim community against their 
wish. In provinces other than Bengal and the Punjab, every 
provincial Government agrees -that Muslims should retain 
their existing weightage if they desire it, and with this expre.s- 
sion of opinion we agree. With regard to Bengal, the 
local Govemment' state that there is irreconcilable dis- 
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agreemoDt between their Hindu and Muslim members. The 
European members of the G-overnment have come to tlie con- 
elnsio]i that representation on the basis of population is the 
fairest method of distributing the seats in the general consti- 
tuencies ; and that any weightage that is to be given to the 
non-Z\irihammadans in respect of their wealth, education or 
position should be allowed for in the special constituencies, 
in the Punjab the p'Osition is singularly complicated owing to 
the rival claims of the three communities ; the Muslims, the 
Hindus, and the ISikhs. The official members of the Punjab 
have worked out a carefully balanced scheme for the com- 
position of the new provincial council, which gives the 
Muslims a majority of two over Hindus and Sikhs combined, 
and a proportion of 49 per cent, of the house as a whole. The 
scheme satisfies neither the Muslim nor the Hindu nor the 
Sikh members of the Government, but in our view merits con- 
.sideration, subject to remarks which we shall presently make. 

On the more general aspects of this baffling problem, 
we consider that it may be a legitimate grievance to deprive 
Muslims in the Punjab and Bengal of representation in the 
councils in proportion to their population merely because 
of the weightage allowed to Muslim minorities elsewhere. 
At the same time appreciate the objections to eommmial 
.majorities in the legislature guaranteed on a population basis 
at the wish of a majority community through communal con- 
stituencies. Various suggestions have been put forward for 
meeting these objections, xlssuming legislatures returned 
from general plus special constituencies, it has been suggested 
that in Bengal and the Punjab the general communal consti- 
tuencies should be so distributed as to give no eommuniiy by 
tiiat means alone a clear majority in the legislature as a whole. 
The majority community could be given communal eonsti- 
tueneies on the population basis, provided they did n.:>t con- 
■stitute a majority in the legislature, to obtain which it would 
have to succeed in returning members in elections to some, at 
least, of the special non-eommunal constituencies. Another 
suggestion is that put forward by the official members of the 
Government of the Punjab to which we have already referred, 
where the Muslims though having a majority of two over 
Hindus and Sikhs combined would not command a majority 
in the house, the balance consisting of two seats allotted to 
Europeans and one each to Indian Christians and Labour. 
A third suggestion is that communal discriruinations though 
applied to electors should not extend to candidates. Thus a 
Hindu would be eligible under the electoral rules to represent 
a Muslim constituency and vice versa. 

The existing differences between the voting strength 
and the numerical, strength of the various communities li« 
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at the root of the present diffieulties. 'When witii the exten- 
sion of the franchise these cliff erei.cet disappear and the 
voting streiigth more corvc-etly reiiects tlie popiilatlorj, the 
justification for communal c-ieetorates for majority com- 
munities vvould cease. The perplexity which now presents it- 
self of deciding between the apparently irreconcilable claims 
of rival communities would have passed away. In this \'jL‘w 
the adjustments now to be made may be regarded as servitig 
what we hope is merely a temporary purpose. We agree, 
as already seated, that the |)rmiege of communal electorates 
where they now exist should not be taken away without the 
consent of tlie community concerned, and that such consent 
should require the votes of two-thirds of the members in th#" 
legislature of the community concerned. But we attach 
importance to providing machinery in the Act for the dis- 
appearance of such electorates and for their future replace- 
ment by normal systems of representation more suited to 
responsible self-goveniment on democratic lines. 

31. The representation of the Sikhs. — We have referred 
briefly in the preceding paragraph to the bearing of Sildi 
representation on the adjustment of communal proportions 
in the Punjab legislative council between the Hindus and 
the Muslim.?. The problem arises only in the Punjab. In 
no other province are the Sikhs given separate representa- 
tion. Their communal electorates in the Punjab date from 
the last reforms. The authors of the Joint Report, whose 
condemnation of communal electorates is well known, made 
an exception in the ease of the Sildis on the ground that in 
the Punjab they are a distinct and important people, who 
supply a gallant and valuable element to the Indian army, 
but who are everywhere in a minority and for that reason 
go virtually unrepresented. They accordingly proposed to 
extend to the Sikhs, and to the Sikhs alone, the system 
already adopted in the case of the Muslims. The Siidi claim 
was specially considered by the Franchise Committee of 
1918-19 and they were given 12 out of 94 seats in the Punjab 
legislative council. They have consistent^ expressed dis- 
satisfaction with tins proportion, and Sikh leaders have 
adhered to a claim that they should have not less than 30 per 
cent, of the total seats. The present position^ as we 
understand it, is that the Sikhs are prepared to accept joint 
electorates provided that the Muslims agree, but that if 
communal electorates are retained ' in any province they 
should be assured in the Punjab of representation on the 
basis at least of their voting, strength. As the voting- strength 
of the Sikhs on the present property qualification is consider- 
ably in excess of tbeir proportion of the population, this claim 
could be accepted only , at the expense of the Muslims or the 
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Hindus. Tlie proportion given in tte scheme prepared by the 
official members of the government of the Punjab, though 
higher than the population basis, is less than the voting- 
strength of the Sikh community. In his minute of dissent the 
Sikh Minister of the Punjab has expressed a warning that the 
arrangement proposed by the official members is not accept- 
able to t^ro powei’fjil eoimnunities, and that they are not 
prepared to surrender on the point. Put in its crudest form,, 
the claim made by the Sikhs is that the British conquered 
the Punjab, not from the Muslims, but from themselves ; 
and that if responsible self-government is now introduced, 
they Avill not submit to a system Avhich places the Muslims 
is. a permanent majority over both Hindus and Siklis com- 
bined. We have given careful consideration to these diffi- 
culties, but so far as the Sikhs are concerned are unable to 
propound any better solution than that put foiward by the 
official members of the Government of the Pirn jab. 

32. The representation of Europeans?— With the other 
classes of communal representation we can deal more briefly. 
There can be no doubt that for the representation of 
Europeans their existing sejjarate electorates must be main- 
tained. We accept the principle that their representation 
should, if possible, be in its present proportion, and in pro- 
vinces Avhere thej^ at present rely on nomination they shoul^ 
in onr view, if this be found practicable, be returned by their 
own electorates. 

33. The representation of Anglo-Indians. — ^We agree 
that as regards the number of Anglo-Indian seats the object 
in vieAV is to secure to the community an adequate oppor- 
tunity of making its views known in the legislature through 
suitable representatives ; and that no question arises of 
trA-ing to allocate seats on the basis of such factors as popu- 
lation and political influence. The community is faced with, 
very special problems of its own. Its main interests may be 
summed up as entry to the services and educational facilities. 
So far as concerns the former the field of emplo 3 Tiient which 
is of pariienlar interest to the Anglo-Indians is to be found 
under the central Government, especially in the Raihvays and 
the Telegraph department, and in a later passage we refer 
specifically to the possibility of giving such protection as ma,y 
be pi-aeticable to their position on the railways. But their 
educational problems fall within the provincial sphere, and 
we regard it as important that they should he enabled, parti- 
enlarty from this point of view, to make knoAvn their needs 
and their ease. Subject to further investigation by the 
Eranchise Oommittee, we are disposed to accept the sugges- 
tions of the Oommission for increasing the total nnmher of 
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Keats allotted to Anglo-Indians, and to think that where\'ei‘ 
possible tiieir representation should for the present be by 
separate electorates. 

34. The representation of Indian Ohjristia3as. — The Com- 
Eoission state themselves to have been impressed by the 
fact that a representative deputation of Indian Chrikian.s 
which met them in Delhi evinced their readiness to be merged 
in general electorates, and for that reason they have recorded 
a decided preference for the reservation of seats in the 
case of Indian Christians in place of separate electorates. 
The present position is that Indian Christians have separate 
electorates in the Madras Presidency where the conununity 
is partieulaiiy strong and returns five members ; everywhere 
else any representation they have is by nomination. From 
representations made to ns since the publication of the Cum- 
mission’s report, we understand that the Indian Christians 
of Madras are far from vdlling to surrender their separate 
electorates, and we endorse the view of the Government of 
Madras that the (Community in that province should not be 
deprived of its privilege without its consent. Provincial 
replies indicate that in some provinces reservation of seats 
may present considerable difficulties, and that where separate 
electorates cannot be formed, the Indian Christian community 
may still need to rely for its representation on nomination 
by the Governor. 

35. The representation of the depressed classes. — The 

suggestions made by the Commission for the representation 
of the depressed classes have been much criticized by tbe 
provincial Governments. The difficulty of framing for each 
province a definition of the “ depressed classes ” is probably 
inherent in any scheme for the special representation of 
this class other than by noiaination ; but the Commission’s 
proposals place a peculiarly embarrassing duty on the 
Governor to certify candidates authorized to stand for the 
depressed classes ; and the propoiTion of representation 
which the Commission suggest, namely, in the ratio of three 
quarters of the proportion of the depressed classes popula- 
tion to the total population of the electoral area of the 
provinces, seems likely to be unduly high. The Government 
of the United Provinces have calenlated that in that province 
the Commission’s proposal would result in the return to 
the provincial legislature of no less than forty members in 
place of the single nominated member who at present 
represents the community. The whole problem of the re- 
presentation of the depressed classes will require eare- 
fid inA^estigation by the Franchise Committee ; and at. this 
stage we only wish to make plain that in onr view their 
adequate representation should be secured by the best means 
that may be found practicable. Though there are some 
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vdifferences of opinion within the comimmity, recent meetings 
of depressed classes associations have re-affirmed their belief 
in separate electorates. 

36. The representation of non-Brahmins in Madras, — 

We agree that the reservation of seats for noii-Brahmins in 

Madras is ]io longer necessary. 

«• 

37. The representation of Mahrattas in Bomhay, — The 

reeommeia (union of the Connmssion is that the time has not 
yet come for the abolition of reserved seats for Mahrattas ; 
but that it may possible to abandon reservation in some of 
the constituencies in Avhich seats have hitherto been set aside 
for the Mahratta community. The local Government have 
expressed iio opinion, and, pending further examination by 
the Franchise Committee, we retain an open mind. 

Special representation. 

38. The universities. — We come now to special, as 
distinct from communal, representation. The Indian 
university seats date from the time of Lord Dufferin ; when 
they were instituted in the anxiety to make use of any 
•corporate body of opinion that then existed. When the 
present reforms were introduced Lord Chelmsford’s Govern- 
ment found some difficulty in reconciling themselves to 
their retention. The Statutory Commission, . though with 
:Consiclerabie hesitation, recommend that they should - be 
preserved, but the number of seats should not be increased. 
Ail provincial Governments, except the Government of Bihar 
and Orissa, agree in retaining university representation, 
and the same view is taken by the Indian Central Committee. 
In face of this evidence we are prepared to accept the con- 
tinuance of special uni^'ersi^y representation, but we take 
the opportunity to express agreement v'itli the suggestion 
of the Indian Central Conmiittee, which is supported also 
by the Governments of Madras and of Bengal, that in order 
to secure a more adequate repre.sentation of learning and 
the return of representatives possessing special academic 
qualifications, the franchise in these .special constituencies 
should not extend to graduates generally, but should be 
confined to members of the Senate or the governing body. 
We would observe that this cliange would not disfranchise 
the general ])ody of graduates, who may be expected to 
retain their votes in general constituencies, even in the 
absence of tlie new literary franchise qualification which tlxc- 

sit-in have proposed. 

39. The great landholders.— The Commission deal at 
■some length with the special representation of the great 
]a.n;ihokler,s, and come to the conclusion that since persons 
possessing' the special franchise qualifications _ prescribed for 



laiidiiolclers ’ constituencies have been returned in consider^ 
able nniubcis for general constituencies, their special repre- 
sentation is no longer required and should he abolished. 
The recomiuendation of the Statutory Commission conflicts 
with the view expressed by the Indian Central Comniitteo 
that this class of special representation should he retained. 
Every provincial Government, except the Government of 
Assam where there is no special representation of land- 
holders, agrees with the Indian Central Committee, and con- 
siders that the special representation of the great landholders 
is still needed, in view both of the position of that class in the 
countr}- and of the steadying effect which it is likely to have 
in the new legislatures. The suggested abolition of their 
special repre.sentation has been received with feelings of 
resentment mid dismay by the great landholders themselves, 
and one of the first steps Avhich they took on learning of the 
proposal was to form a representative delegation to present 
to His Excellency ‘the Viceroy an address, containing a 
weighty protest against the withdrawal of their present 
privilege. Particular objection has been taken by the land- 
lords themselves to the sugge.stion made by the Commission 
that, in the event of their failing to secure representation 
equivalent to. the present number of their special constitu- 
encies, their representation should be obtained Ip' nomination. 

We ha\'e ourselves no hesitation in holding that this 
form of special representation should continue. Both the 
arguments and the statistics used by the Commis.sion might 
to our mind have been used with equal effect to destroy the 
Siiecial representation either of commerce or of the univer- 
sities, both of which the Commission retain. We have no 
reason to think that there was any intention on the part 
either of the authors of the Joint Eeport or of the Franchise 
Committee, over which Lord Southborough presided, to 
restrict the landholders to representation by their special 
constituencies. On the contrary, there were at the time 
frequent expressions of the view that their entry into political 
life should be encouraged. The success in' general con- 
stituencies of persons possessing the special landlord quali- 
fiication can rightly he regarded as a healthy sigu of a 
greater readiness on the part of a conservative class to 
recognize their obligations and take up political responsibi- 
lities under an increasingly popular system of Govern- 
ment. But prejudices still survive, and unless special 
constituencies are retained, many leaders of this important 
class may still be unwilling "to expose themselves to the 
hazards of election by general constituencies : and those 
landholders who are elected by general constituencies may 
pi’ove to be Unrepresentative of the landholding interest. 
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Sxieh questions as teuanev and land revenue measures mav 
be expected to occupy more prominenth- the attention of the 
provincial legislatures in the near future, and in the con- 
troversies likely to ensue the landlords can reasonably claim 
that they should not be deprived of their special representa- 
tion, at a time when the extension of the franchise may well 
increase the difficulty of their securing representation on a 
general register. 

A'\"e do not commit ourselves to the acceptance of any 
principle that in the new legislatures the special representa- 
tion of the great landholders should be proportionate to 
their present scale. One difficulty in accepting a principle 
of that kind is that the electorates for these special con- 
stituencies are necessarily small, and cannot be widened by a 
lowering of the qualification without destroying the value 
of the representation given. The general view of the 
provincial Governments is that there should be some in- 
crease in the number of landlord seSts. The Govern- 
ment of Bombay and the Government of the Punjab each 
suggest one additional seat to the present representation 
of landholclei’s in those iDrovinces. In Bengal the extent 
of the representation of landholders in the lower house 
may depend upon the establishment of a second chamber, 
and similar considerations may govern the special re- 
presentation of landholders in the United Provinces 
and in Bihar and Oifissa. The precise extent of their 
'reprc.sentation is therefore clearly a matter for investiga- 
tion by the Franchise Committee. But on the broad issue 
whether or not there should be special constituencies for 
the representation of the great landholders, we have no 
hesitation in accepting the view' of the Indian Central Com- 
mittee and of the provincial Governments that they should be 
retained, both in the central and in the provincial legislatures. 

40. Commerce and industry. — We endorse the proposal 
of the Statutory Commission that the special representation 
of commerce and industry should be preserved. We see 
no reason to differ from the detailed recommendations which 
some provincial Governments have made in this matter. 

41. Lahour.—The special representation of labour is 
an exceedingly difficult problem. When the present reforms 
were introduced, schemes were drawn up by the Govern- 
ments of Bombay and Bengal in response to a recommenda- 
tion of the Joint Select Committee of Parliament to form 
special constituencies foiv wage-earners in the cities of 
Bombay and Calcutta. On further consideration the Joint 
Select Committee of Parliament decided that it would be 
impolitic to persist, in an experiment which those best quali- 
fied to judge regarded with considerable misgivings, and in 



consequence the representation of labour u'as left to nomina- 
tion by the G-overnor, six seats being set aside for that pur- 
pose, and distributed between 'the XJi’O^'inees of Bombay, 
Bengal, Bihar and Orissa and Assam. 

The problem was next considered in 1924 by the 
Reforms Enquiry Committee which recommended that tPe 
representation of factory labourers in the xrrovincial councils 
should be increased, and that the local Governments 
should be asked to formulate jDrojposals. The Com- 
mittee expressed the opinion that, if possible, representation 
should be by election. On examination it was not found 
possible to introduce an elective system in any province, 
and the action ultimately taken on the Committee’s recom- 
mendation was merely to add four uomiiiated seats, two in 
Bombay, one in the Punjab and one in the Central Provinces, 
giving a total of ten seats in the nine provinces including 
Burma. It was recogmized at the time that criticism 
might be directed to the fact that the only response 
to the recommendation of the Committee was to increase 
from six to ten the number of seats definitely assigned to 
the representation of labour in a country wliich claims a 
prominent place in the industrial countries of the world and 
whose legislatures are" avowedly designed to give separate 
representation to separate classes of interests. It was felt 
however that in spite of the acfiial and potential importance 
of India as an industrial -factor in the world’s economy, 
her woikers were not then sufficiently organized or sufficiently 
dift'erontiated in aim or outlook from the general population 
to warrant the creation of artificial means whereby they 
might be provided with representatives in the legislatures. 
'L’he conclusion therefore in 1926, as in 1920, was tha.t ail that 
was ■ necessary or 'possible was to enable the point of view 
of the siill innnature workers’ organizations to he effectively 
voiced by competent expoueuts who had made it their special 
study. 

The Indian Central Committee have recognized that un- 
organized labour must remain unrepresented until the 
franchise has been lowered to a sufficient degree to enable 
them to win representation in the general constituencies ; 
hut, holding the view that India is on the threshold of a 
great industrial development, they regard it as of the highest 
importaiiee that means should he provided by which organized 
labour may he enabled to make its wants known in the legis- 
latures through representatives of its own. The Committee 
aeeordingly proposed to set apart eighteen seats for the re- 
presentation of organized labour in the eight provhicc.s and 
reconimended that in Bombay four seats should be reserved 
for labour in four general cunstitnencies, and that in the 



other provinces representation should be by separate elec- 
torates. 

The Statutory Commission proceed with greater caution 
and, Major Attlee dissenting, suggest that, pending further 
investigation by the Eoyal Commission on Labour in India, 
in every ]Drovince the Governor should have the duty of 
drawing up rules for secui’ing labour representation by the 
means vdiich in existing circumstances are the best avail- 
able. If the Governor finds that for the present he must 
still resort to nomination, he should consider whether there 
are suitable labour organizations which he might consult 
before making his choice. 

We accept the principle that the special representation 
of labour should remain, at least until such time as with the 
extension of the franchise the great majority of their numbers 
qualify for a vote in the ordinary constituencies. We would 
prefer that their representation should where possible be 
by election ; but are bound to aclinit that, the possibiiitie.s of 
this still seem r-emote. Three provincial Governments, 
namely, those of the United Provinces, the Punjab and 
Assam, make it clear that they see no present alternative to 
nomination. We are ourselves reluctant to throw the wliole 
burden of decision on the Governor in person and would 
recommend that the problem should be further examined by 
the Francbise Committee, before decisions are taken either 
as to the mode or the extent of labour representation on the 
now councils. 

Provincial executives. 

42. Unitary Cabinets. — ^We accept the recomimendations 
of the Statutory Commi.ssion that the provincial Cabinet 
should be unitary with every member accepting responsibility 
for the whole policy of the provincial Government. We agree 
that provision should be made that the only vote of censure 
which could ])e proposed would he one against the ministry as a 
wEole carried after due notice. We also endorse the sug’ges- 
tion that the existing scale of salaries sliould he alterable only 
by a xn-ovinoial statiite. 

43. OiRcial ministers. — ^More difficult questions arise out 

of the suggestion that when forming his Cabinet the Governor 
acting under the superintendence and control of the Governor 
General, should decide whether or not to include in it one or 
more no3i- elected persons. The Commission propose that 
such persons, if included within the Cabinet, should become 
ex-officio members of the legislature and they have indicated* 
that they would, so they conceive, ordinarily be experieiieed 
officials, ' 

There is some variety of view in the reports of the 
provincial Governments on this proposal. The Government 
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of Madras would provide that no person other than an 
elected member of the legislature should be appointed to 
the ministry except on the recommendation or with the con- 
sent of the chief minister. The Government of Bombay 
vrould exclude ministers appointed from outside the council 
on the ground that their inclusion would be contrary to the 
principle of responsible government. There are differences 
of e^pinion among the members of the Government of Bengal ; 
some favour a statutory rule requiring the presence of an 
official in the ministry ; others prefer to leave it to the 
discretion of the Governor ; and others again are opposed 
to any official element in the Cabinet. On the other hand 
ail members of the Government of Bengal are agreed that, 
save an official, no person who is not already a member of 
the legislature should be eligible for inclusion in the ministry. 
Some go further, and would make nominated members in- 
eligible, The Government of the United Provinces have 
made an exceedingly interesting examination of the implica- 
tions and possible ^consequences of an official minister in the 
Cabinet. His Excellency the Governor and the service 
Diembor of his council favour inclusion, but the other 
members of the Government consider that a principal secre- 
tary would be more in keeping with the general scheme of 
the new constitution. All members of the Government of 
the Punjab, official and non-official with the exception of one 
minister, V70uld specitically exclude any official minister. 
In the course of their comments the official members of the 
Government state that this is a feature of the proposed 
constitution which has been specially singled out for attack, 
and that it has been and will be used as an argument to prove 
that the responsibility of the Cabinet is intended to be unreal. 
In order that no ground should be left for this allegation, the 
official jnembers of the Government of the Punjab are pre- 
pared to abandon any official element in the future Cabinets, 
provided that other provision be made to secure to the Gov- 
ernor tlio advice which he will need. A very similar line of 
reasoning is found in the letter of the Government of Assam, 
who slate that the mere retention in the hands of tfie Gov- 
ernor of the power to appoint an official is likely to be misun- 
derstood and to engender suspicions detrimental to the accept- 
anee and working of the new constitution. The Go\urnment 
of Bihar and Orissa hold that owing to difficulties in its 
operation Ihe appointment of an official minister will be the 
exception rather than the rule, and that this device for mak- 
ing official experience available for the ministiw and for the 
Governor will not ordinarily be effective. They would, how- 
ever, accept the provision in the discretionary form suggested 
by the Commission to meet exceptional circumstances, for 
instance *the temporary appointment of an official to avoid an 
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inlerregniim. The preponderance of opinion in the Govern- 
ment of the Central Provinces is that all members of the Cabi- 
net should be chosen from the legislature. 

The suggestion that the appointment to the Cabinet of 
one or more officials should be discretionary with the 
Governor has certainly been distasteful to Indian opinion, 
and we are impressed by the general consensus of opinion 
in the replies of the provincial Governments that an official 
minister Avould be difficult to maintain in office against the 
wishes of his colleagues and would be ineffective. We have 
no hesitation in holding that there should be no statutory 
requirement for the inclusion of an official in the provincial 
Cabinets, or in the Cabinet of any particular Governor’s pro- 
vince. We wonld be reluctant, however, to depart from the 
recommendation of the Commission that there should be a 
discretionaiy power with the Governor to make such ax^point- 
ment should circumstances so require. We can conceive a 
situation arising in more than one province in which 
ministers may welcome an official colleagnfe possessing wide 
administrative experience, and in times of communal tension 
ministers may themselves wish to place a particular portfolio 
in the charge of an official, whose impartiality would be above 
suspicion. In Bengal there is the risk, to which the local Gov- 
ermneiit refer, that it may he difficult to feid non-officials 
willing to take on themselves the responsibilities for law and 
order in the province. We have no doubt that, before 
appointing an official, the Governor would first have informed 
himself fully of the probable attitude of the other memhei's of 
th.e Cabinet, and on the whole we think it likely that an official 
member would seldom be appointed, and that, if appointed, 
his appointment wonld rest on general consent. But for the 
reasons which we have given we agnee with the Commission 
that the Governor should be free to exercise discretion in the 
matter. A, suspicion exists that the appointment of officials 
may be used to restrict the scope of responsible self g{.\ <.‘rn- 
ment, but we have endeavoured to explain that, in oar view 
of the use which the Governor vnll make of his discretionaiy 
power, such suspicion is unfounded. If, however, it was 
thought desirable, we would agree to a suitable, provision on 
the jDoint being inserted in the Instrument of Instructions to 
Governors. 

One of our colleagues, however, finds himself unable to 
accept the 'position which we ha^'e adopted on this matter,, 
and considers that the Governor should possess no power to 
appoint official ministers, whose presence in the Cabinet our 
colleague finds himself unable to reconcile “with the principle 
of joint res’pqnsibility. 
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M. N, on-elected non-ofiScials. — Witli regard to the inclu- 
sion in the Cabinet of non-official nou-elected persons, ^ve con- 
sider that objections can be met by provision on the lines of 
sub-section (2) of section 52 of the present Oovernment of 
India Act that, save an official, no minister shall hold office 
for a longer period than six months, unless lie is or becomes 
an elected member of the legislature. 

45. Communal representation in the Cabinet. — Minority 
communities attach great importance to securing representa- 
tion in the Cabinet, and disappointment has been expressed 
at the conclusion* reached by the Commission that it is 
impossilile to have anj’- rigid and formal proffision in the 
matter. The claim ' that Muslims should be guaranteed 
Cabinet representation was put forward as one of the de- 
mands of that community in the resolution of the all-India 
Muslim Conference which met at Delhi, on the 1st Jannaiy 
1929, and the counterpart to the Muslim demand is found in 
claims put forward^i for instance, on behalf of Hindus and 
Sikhs in the Punjab. The problem is discussed at some 
length in the letter of the Groveniment of the United Pro- 
vinces, and interesting references to the attitude of the Sikhs 
and of the Hindus in the Punjab will be found in the minutes 
. of the Hindu and Sikh Ministers respectively of that province. 

We agree that for the reasons which the Commission 
have given it will be difficult to make statutory provision 
guaranteeing representation in the Cabinets to minority com- 
munities. The view which we take is that in practice the de- 
sire for peaceful administration will in the natural course of 
events lead the majority to enlist representation from other 
communities in the formation of the Cabinet, and further in- 
ducement in the same direction will be derived from the par- 
liamentary value of minority groups. We believe, therefore, 
that where the minority is influential and commands support 
in the legislature, it will be able with some confidence to count 
upon Cabinet representation ; where the minority is small, 
the prospect of its representation must necessarily be m.ore 
doubtful. We do not fail to recognize the strength of minor- 
ity apprehensions, regarding the composition of the new execu- 
tives and for that .reason we are prepared, if no other 
means of meeting these apprehensions can be suggested, to 
give a genera.l support to the suggestion put forward by the 
Government of the United Provinces that the .Instrument of 
Instructions to the Governor should include an obligation to 
attempt to secure representation of a minority community 
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in the Gal^inet, -where such minority is in his opinion of suffi- 
cient iinp(ri,'tance to warrant it. 

40. The chief minister. — It follo-svs that we do not con- 
template leaving the selection of ministers to a chief minister. 
The formation of the Cabinet must be recognized to be a 
responsibility imposed by the constitution on the Governor. 
The position has to our mind been correctly stated by the Sta- 
tutory Commission. We share with the Commissicm the 
expectation that there will ordinarily be a chief minister 
whom the Governor would consult before appointing other 
ministers. But the minority problem makes it essential that 
there should be no constitutional reqi-iirement for the appoint' 
ment of a chief minister in all provinces. The misgivings 
of the minorities would be immensely aggravated if the 
function of the Governor were to be limited to selecting a chief 
roinister and leaving- to him the choice of his colleagues. 
That method might be found appropriate in some provinces 
where the minority problem is not acute and vdiere political 
conditions are comparatively advanced, a^id we have no doubt 
that there, while the constitutional responsibility vdll continue 
to rest with the Governor, the precise relationship between 
the Governor and the chief minister in the formation of the 
Cabinet would rapidly come to be governed by conventions 
locally established. In other provinces where conditions may ., 
be less favourable, public feeling may require rbjit the selection 
of each member of the Cabinet patently rests with the Gover- 
nor alone, though exercised, as it must inevitably be, after he 
has fii'.«t inforniod himself of the state of political opinion and 
the relaiive position of the various parties in the legislature. 
In sucl: provinces we anticipate that Cabinets may for some 
years to come require to be formed definifcly on coalition 
lines. 

47. The Cabinet secretary. — The improbability on which 
we have remarked that reliance can be placed on the presence 
in the proviiiciai executives of official ministers has directed 
increased attention on the part of the provincial Goveniments 
to the suggestion made by the Commission* that there should 
be established a post of secretary to the Cabinet held b}!- a 
civil servant who would not only be responsible for keeping 
the rece-rd, but would have direct access to the Governor. 
The official members of the GovernmeJit of the Punjab have 
taken up thi.s suggestion, and give it prominence as a condi- 
tion of their assent to the abandonment of official ministers. 
They contemplate a principal secretary who would also be 
the Cabinet secretary, but with enlarged functions and in close 
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tcaicli with the Governor, the ministers and all depart- 
ments of the secretariat. Similar support is given to the 
proposal ;?,y those meml^ers of the Government of the li’nited 
Provinces veho do not favour an official minister. On the 
other hand, the Government of Madras, wliilo they 
snppoiv the appointment of a Cabinet secretary, place 
him definitely under the control of the chief minister and 
allow him no access to the Governor wilhont the knowledge 
of the ministry. In other provinces recognition of the need 
for supplying the Governor with competent official advice has 
produced suggestions which, while they coincide in their in- 
tention, differ in their form. The Government of Assam ad- 
vocate the appointment of a financial adviser of high stand- 
ing, ■\\’ho would be the head of the Civil Service and outside 
Cabinet. The view pei'sonally expressed by His Excellency 
the Governor of Assam is that he regards the pi'csence of a 
financial adviser as a necessary condition for the establish- 
ment (jf a fully reKsponsible Cabinet, and that it is only on the 
understanding that such an appointment would ])e guaranteed 
that he is aide himself to recommend for Assam the appoint- 
ment of a ministry entirely drawn from the legislative eonneii. 
The sugg'-^tion is put forward not only on the ground that it 
will bo iiccossary to supply expert advice on financial and 
revenue matters to individual member’s of the Cabinet or the 
Cabinet as a wliole, but to ensure that the Governor shall be 
able to roly on administrative experience of a high order in 
the event of a breakdown, and to secure the efficient working 
of Hh' vio-rmanent civil service. The views of the Govern- 
ment of the Central Provinces tend somewhat in the same 
direction. They hold that the need for expert ad\'iee to the 
■mini.str>- and the advantage of having an official of standing 
in close touch Avith the Governor and his ministers are patent. 
They suggest that the best plan for securing this advantage 
will be to arrange for a financial or I’evenue adviser or 
Commis.siouer, who might attend Cabinet discussions when 
his presence was desired by the Governor or the ministers, 
and they believe that sncli a plan would be preferable to 
thal^of a Cabinet secretary standing in some special relation 
to liie Governor. The Govmrament of Bengal support the 
Commission’s proposals for the appointment of a Cabinet 
secretary, but recognize that the Governor may still be left 
in ignorance of important facts affecting- the administration. 
They suggest that the Governor should have an expert ad- 
viser on his personal staff. The need for snppl3fing the Gov- 
ernor Avith special official assistance in the discharge of the 
onerous responsibilities which Avill pass to him under the new 
.system is noAvhere more strongly expressed than in the letter 
®f the Government of Bihar and Orissa. The duties likely to 
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fall to the expert adviser are discussed, and His Excellency 
the Governor presses for an appointment of that kind, to 
ensuj'e that the Governor is in a position to carry out his 
duties. 


Through these eonunents there runs a double line of 
thought. The first takes the point that the Cabinet itself will 
require assistance not only for the maintenance of its re- 
cord, bnt also that the members may have the benefit of past 
experience of Cabinet administration secured by a continuing 
post. The second line of thought relates to what v’e regard 
as a distinct problem, namely, the necessity of giving the 
Governor the assistance of experienced advice, more parti- 
cularly for the due exercise of his overriding powers. 

Of these two requirements the first could, in our view, 
be met on the lines suggested by the Commission for the 
appointment of a Cabinet secretary. Such an officer would, 
as the Commission propose,* “ have direct Recess to the Gov- 
ernor, so that, whether His Excellency v.ms present at a given 
meeting or not, he would be kept impartially and fully in- 
formed of the course of business ”. He would, as in England, 
be llio servant of the Cabinet ; his function would be to assist 
the Cabinet in the discharge of its duties and, though it 
would of course he open to him to approach the Governor 
on ai:> matter, he would not do so without the cognizance of 
ministers. 

48. Official advisers to the Governor. — We recognize the 
need which Governors will feel for experienced advice in the 
exorcise of their overriding powers. There may be special . 
circumstances in some provinces requiring special treatment, 
hut, as a general practice, -we cpntemplate, and to this 
we attach Importance, that the varions secretaries to Gov- 
Bmment will continue to have access to the Governor, 
We anticipate that ministers will themselves approve this 
continuance of the present practice hut mil expect, and in our 
opinion reasonably, that they should be kept infoi-med of any 
eommnnications made to the Governor by their secretaries. 
We are indeed doubtful whether it is possible in this matter 
of supplying the Governor with experienced advice to make 
precise or specific provision. The Governor must be free to 
obtain advdee from any source that he may select, and much 
will, of course, depend on the Governor’s own personality. 
We would assume that the local practice which. i.uay vary 
from province to province would grow and develop in such 
dir’ection as local circumstances may render appropriate. 
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49. The overriding powers of the Governor. — It is 

generally recognized that for the reasons given 1)y the Com- 
mission* it would Ite neither practicable nor desiraldo at once 
to create the position that the Governor should be bound 
on all subjects by the advice of his ministers. The need for 
overriding powers is admitted by all who appi’eciate the 
ultimate responsibilties, which Parliament must still retain 
for the administration of Government in the provinces, and 
not the least of relevant considerations is the reliance which 
the minority commnnities will repose in the Governor for 
their protection. 


Under the present constitution the powers of the Gov- 
ernor to override his ministers are theoretically unrestricted. 
"With the exception of the Governments of Bombay and of the 
Central Provinces all the provincial Governments accept the 
views expressed by the Commission, first, that in the new pro- 
vincial constitutions the Governor should, on the administra- 
tive side, be given statutory power to direct that action should 
be taken otherwise than in accordance with the advice of his 
ministry only for certain specified purposes ; and, second, that 
in all such matters the Governor should be subject to the 
superintendence, direction and control of the Governor 
General. Similarly it is agreed that the purposes for whicli 
the Governor is given overriding powers should ]>e statutorily 
expressed. ■ 

The view taken by the Goveniment of Bombay is that, 
while the Governor appears to l>e tlie only authority to whom 
overriding powers can be entrusted, his responsibilities are 
so great that with him must remain all powers not expressly 
transferred to the ministry and to the legislature and that it 
might be preferable not to embody these powers in the rigid 
language of the statute. On the other hand, the argument 
developed by the Government of the Central Pro^finces ques- 
tions the use of overriding powers over the normal adminis- 
tration of a ministry, and suggests that they should be left 
vague so as to cover only the obligations imposed on the Gov- 
ernor by his Instrument of Instructions. 

The view which we are disposed to take is that the over- 
riding powers of the Governor should be defined in the statute^ 
but that no closer definition should be attempted than is made 
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by tbe Commission.* If the powers were to 
be so pirecisoly specified as to be capable of judicial 
interpretation, a tendency might arise of subjecting all pro- 
ceedings of the ministry to the test of the overriding powers 
of the Governor. Any' such tendency would in our view be 
wholly ineonsistent with the spirit of tlie new constitution, 
and, i*f pursued, might well prejudice the entire scheme of the 
reforms. We arc 'aware that some sections of Indian opi- 
num rrith which one of us is in agreement would 
favour restricting the first of the overriding powers 
mentioned by the Commission to the subject specifically of 
law and order. But those rvho hold that view appear to us 
to overlook the essential point that the purposes of interven- 
tion are not necessarily co-terminons with the administration 
of particular subjects. At the same time w-e wfish to make 
it clear that we anticipate that the use by the Governor of 
Ms overriding powmrs will be infrequent and reserved for 
exceptional occasions, Avhen no other course seems appro- 
priate. 

% 

There is one new category of overriding poAvers suggested 
by the official members of the GoAmrnment of the Punjab on 
which some brief comment is needed. The proposal Avhich 
they make is that the Governor should possess special powers 
to secure the financial stability of the province, and they 
explain that they haA'e in vieAv some power to defer too 
hasty action’ in the interest of the broader financial issues. 
The particular instances Avhich they cite are the re- 
linquishment of substantial revenue, or the acceptance of 
large schemes iiivolving progressive recurring revenue expen- 
diture, which could clearly only be financed eventually by re- 
course to extraordinary receipts or loans. It seems clear that, 
though in such matters the use by the Governor of over- 
riding powers might be due to an anxiety to maintain the 
financial stability of the* province, in effect an exceedingly wide 
measure of administrative interference would be iuAmlved. 
We are inclined to agree with the Commission that such a 
poAA-er of intervention is undesirable, and should prefer to 
rely uu the Governor’s persuasion and guidance to prevent 
OA^erhasty action. 


. We agj-ee Avith the suggestion of the CommissLonf that 
the Governor’s power of securing the passage of rejected bills 
by certification and' his power of restoring rejected grants 
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should correspond to the range (d' his special, powers to 
control executive action. 

50. Fundamental rights. — It has been represented 
to us that the overriding powers of the Governor 
for the protection of minorities will be ineffective, 
and we have been strongly pressed ,to |.)rovide sepa- 
rately for this purpose by a recital in the Act of funda- 
mental rights. In the time at our disposal it has not been 
possible for ns to examine the question fully or in particular 
to investigate the ditficnlties, wiiieh cU'ise both as regards the 
definition of such rights, and the seieetion of means by which 
they could be made eiteeti\'e. The subjects to be covered by 
these rights are l)y no means matter of agreement. Their 
nature would require careful scrutiny. If they are expressed 
in the eoiistitntioii merely as so many general political 
maxims, they are unlikely to seix^e the, purpose for which 
thej^ are framed. On the other hand, at first sight there seem 
to us to be objections to making at least some of such rights 
Justiciable. If administrative decisions of all kinds can 
be taken to the courts, grave disadvantages and em- 
barrassments may be expected to ensue. There may, 
however, be some vki media between the^se two alternatives. 
We refrain therefore at this stage from pressing our consi- 
deration to a final conclusion, but we remark that, owing to 
the importance Avhicli the minority communities in particular 
attach to this matter, it is likely to form the subject of keen 
discussion at the Round Table Conference. 

51. Emergency provision. — Wliile Parliament remains 
responsible that there are Governments in the provinces, and 
that they function, special provision is needed in the constitu- 
tion for a state of emergency in the event of a breakdown of 
the constitution. There has been little criticism of the sugges- 
tions mack^ by tlie Commission^’^ to vest the Governors vltb ad- 
ministrative powers for that purpose and, subject to fur- 
ther examination hi detail, w'e accept their proposals in prin- 
ciple. We remark, however, that under the present consti- 
tution Governors do not possess powers corresponding with 
those of the Governor General to make and promulgate 
ordinances, and it has been suggested to us tlmi if powers 
of that description were now to be given to them, it might 
be proper to make the use of the power, except in sudden 
emergencies, subject to the consent of the Governor General. 
We put forward this suggestion for your consideration. 

52. Backward tracts. — The provision in section 52-A 
of the Government of India Act empowering the Governor 
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General in Council to declare any territory in British India 
to be a backward tract dates from the last reforms. 
It originates in the recommendation made" in the Joint 
Beport that the typically backward tracts, where the 
people are primitive and there is no material on which 
to found political institutions, should.be excluded from the 
jurisdiction of the reformed provincial Governments and ad- 
ministered by the head of the province. Much care and con- 
sideration were spent both in the selection of areas declared 
backward tracts, and in the arrangements made for their ad- 
ministration. Broadly speaking, the result was the creation of 
two classes of backward tracts, those Avholly and. tiu)se 
partially excluded from the jurisdiction of_ the reformed 
Governments. In the latter there are considerable varia- 
tions in the degree of their exclusion. 

The Commission recognize that there are areas the in- 
habitants of which are in a lower state of civilization than 
their neighbours ; and agree that for such areas special 
arrangements are necessary. Their first suggestion is that 
it may be found that in one or two cases an area no\v notified 
as a backward tract is so advanced that its special treat- 
ment need not be continued. Action on this suggestion has 
already been taken. There are no backward tracts in 
Bombay, the United Pi*ovine8s or the Central Provinces. 
The Government of the Punjab state that there is now no 
need for the special treatment of Spiti and Lahaul. The 
Government of Bengal are investigating whether the 
Darjeeling district should continue to be in any degree ex- 
cluded from the normal constitutional arrangements of the 
province, and will report the results of their enquiries later. 
The Government of Bihar and Orissa state that there arc 
parts of Chota Nagpur, of the Santal Parganas and perhaps 
of the .Sambalpur and Augul districts, which nee.'.{_ not be 
retained in a special position. In Assam, as in^ Bihar and 
Orissa, the backward tracts ai’e of particular importance. 
While most of the tracts now notified must continue to receive 
special treatment, there is some difference of opinion about 
isolated areas. The opinion in Madras is that the existing 
backward tracts cannot yet be brought entirely iiiulor the 
normal administration. We welcome the re-examinaiion of 
the position which provincial Governments have made and 
are making at the instance of the Commission, and accept the 
principle of reducing the number and area of the backwaxc 
tracts wh.erever possible. There must, however, still remain 
large territories which all are agreed must for some time to 
come remain outside the scope of the reforms. For the future 
administration of these areas the Commission have made 

important proposa ls. 
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The Commission appear to have been impressed pri- 
marily with the need to provide adequate funds for the 
development of the backward tracts, the most extensive of 
which fall within the poorest provinces, and reach the con- 
clusion"'^ that only if responsibility for the baelavavd 
tracts is entrusted to the centre, does it appear likely that 
it will be adequately discharged 'h They fortify that cou- 
cliision by the argument that if unitary ministries replace 
dyarehical executives, the backvrard tracts should on con- 
stitutional grounds be excluded from the area of responsible 
govexnment. It is suggested that they should not, like the 
minor administrations, be placed entirely outside the borders 
of the Governors’ xjroviiices, but the central Government 
should use the agency of the Governors for their adminis- 
tration, and by resort to its control of the all-India services 
should enlis.t from the adjacent provinces the services 
of officials familiar with local methods. The Commission 
contemplate that* members of the provincial, and possibly 
of the subordinate, services should also, when expedient, 
be obtained from the provinces. The arrangements proposed 
for partially excluded areas contain even greater complica- 
tions. Partially excluded areas would continue to send re- 
presentatives to the local legislature, and the Governor, as 
the agent of the central Government, would decide hoAV far 
locai legislation should apply to them. The extent to which 
the Governor will act in consultation with mbiisters is to be 
reg'ulated by rules made presumably by central authority. 
These tracts would be under the same system of taxation for 
pro^ incial purposes as the rest of the province, and the pro- 
vincial revenues raised within them must be spent upon thorn, 
additional funds that were needed would come from 
cen I ral revenues. 


We see grave difficulties in these proposals, which have 
been criticized by several local Governments. For tho 
administration of the Chittagong Hill Tracts, the Govern- 
ment of Bengal prefer to retain the present system with 
such modifications as may be needed. A similar view is 
held by the Government of Madras for the future administra- 
tion of the backward tracts situated in that province. It 
is true that the Government of Assam support centraliza- 
tion, but in their case the prospect of transferring from the 
province to the centre the cost of administration has prob- 
ably been a considerable inducement. At the same time the 
Government of Assam entirely withhold their support from 
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the Commissioii’s scheme of partial exclusion. The argu- 
ments against centralization seem to us to have heeii well 
set out by the Government of Bihar and Orissa. There is 
little reason to think that the Federal Assembly will be any 
more ready to grant funds than the legislature of the pro- 
vijjce Avithin whose boundaries the particular backward 
tracts are situated.^ The comment of the local Government 
that the Assembly will have little knowledge of and take no 
interest in these areas is in our belief likely to be justified. 
We doubt moreormr AAhether the Governor of a province 
could appropriately be required to act as agent on behalf of 
the central Government. The financial arguments wliich 
Aveie so prominently in the mind of the Commission seem to 
us less conclusive in Anew of the proposals Avhich the Commis- 
sion liaA'e themsehms made for placing the iieAV provincial 
GoA^ernments in possession of more adequate funds at the 
ex}>e.iise, it may be, of central reA'enues. We fully appreciate 
the A'arious points AA^hieh the Commission haA'e* taken ; but 
we think it not unfair to comment that tlie simple form of # 
administration suitable to the hackAvard tracts per $e 
iiiAmlAms a loA\mr scale of expenditure than that of the more 
deA'eloi'jed districts. When their needs rise to the same levels 
the time for treating them as backAvard tracts , aaTU have 
passed. Our present disposition, therefore, is to maintain 
the link between the proAunces aiid the backAvard tracts 
without intei'posing central responsibility for their adminis- 
tration. It may he necessary to retain some areas under 
the sole administratWe control of the Governor. In others 
where the jurisdiction of ministers and of the proAuneial 
legislature has already been admitted, the Govei'uor may 
need no more than a general poAver to control the application 
of central and proAuncial enactments. The AAdioIe subject 
will, howeAmr, require further detailed consideration. In 
Assam where the area of the backAAuard tracts is so great, 
special arrangements maj^ be needed and the Commission’s 
scheme of centralization may be found to be the best solution. 
In Bihar and Orissa the problem is likely to be connected with 
the question of the fonnation of a separate proAunee for tha 
Orlyas, and should be considered by the Committee charged 
wich the investigation of that problem. 

On a minor point, we have no objection to the Commis- 
sion’s proposal that the someAA'hat derogatory term back- 
ward tract ” should he discarded in the statute, and giva 
place to the more colourless designation “ excluded area ”, 
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53. The High Courts. — ^Amongst suhject,s not intimately 
<?oimeeted with constitutional issues of iimdaniental import- 
ance are the recommendations made* by the Commission that 
the charges of all High Courts, including the Chief Court of 
Oudli and the courts of the Judicial Coiimiissloiiers f^f the 
Central Provinces and Sind, should be put upon central reve- 
nues, and that the administrative control of all such court? 
sliould Ije exercised by the Government of’ India and not by 
provincial Governments. AVe hare made a summary exami- 
nation of these proposals and liave received in very general 
terms the views of the courts and the local Governments con- 
cerned. The material before us however is not sufficient for 
the acleqnate consideration of these recommendations, the 
financial and administrative aspects of rvliich, intricate in 
tliCni.se]\'es, will require detailed exploration, in 
ccmsultation with local Governments, in the light of the deci- 
sions readied on the larger constitutional issues, and we are 
of vipinicni that they could be more eonveniently approached 
when those decisions have been arrived at. As regards the 
appointment of judges, we agree that while permanent 
appointments to High Court judgeships should continue to 
be made liy His Majesty the King, all other appointments to 
Higli Court judgeships and all appointments to judgeships in 
courts of lower status exercising similar jurisdiction should 
be made hx the Governor General in Council. AA’'e iiresnme 
that the distinction which appears to be drawn at the end of 
paragraph 346 of the report hetw’eeii the appointmeui, of 
additional judges by the central Government and the appoint- 
ment of temporary judges by the Governor General is not deli- 
berate, and that the proposal is intended to be as expressed 
aliove, i.e., only a slight extension of the existing practice in 
so far as High Courts (other than the- High Court of Calcutta 
to wliich officiating appointments are, already made by the 
Governor G-eneral in Council), and the Chief Court of Oudh, 
are concerned. Prom the reference in the first part of this 
paragraph to the courts of Judicial Commissioners we assume 
that the recommendation applie.s to appointments to these 
courts also, and rve agree that iio differentiation should be 
made in the manner of appointing judges to High Courts 
(except in the case of permanent appointments which liave 
always stood upon a different foothjg’), and to other courts 
’which discharge most of the functions of a High Coiii’t. AYe 
contemplate that in all cases where appointments are made 
by the. Governor General in Coimeil they will only be made 
after close consultation with the Governor. 

PEOAHKCIAL FINANCE. 

54. Control of finance in the provinces. — The proposals of 
the 3 ndia7i Statutory Commission contemplate the grant to 
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the pi’oviiicial Govenimeiits of very full povrers in respect of 
finance. External control by the central Governnicrit is con- 
fined to the control of borro'wing and to such control over pro- 
vincial t.'sation as vdll follow from the powers of superin- 
tendence which the Commission contemplate* that the- 
centre should exercise ; and the extraordinary powers of 
the Gover]]or on the financial side are only designed to enable 
him to secure supply over the limited field in whieli he holds, 
in reserve special powers, or to carry out directions which 
he may receive from the centre. The Commission have deli- 
berately rejected the suggestion that the Goveraor should 
be granted special powers to secure the financial stability of 
the province. For the reasons which Ave have already ex- 
planied we concur in that conclusion. In accepting the Com- 
mission’s proposals generally we desire to add that the main- 
tenance of a strong Finance Department in each province is- 
a matter of great importance, and the special position 
accorded to the Finance Department in Part III of the Devo- 
lution rules should be retained and specifically provided for 
in the now constitution. 

55. Sir Waiter Layton’s scheme : its connection with the 
general constitutional structure. — It is conveifient to deal at 
this point AAuth the proposals madef by Sir Walter Layton,, 
which have as their main object the provision of adequate' 
financial resources for the provincial GoA^emments. 

The working of these proposals might be facilitated by 
the recommendations AAdiich the Commission haA’e made for 
the I'ecoustitution of the Assembly as a Federal As.sembly, 
iudircjcl.ly elected through provincial legislatures. We shall 
consider cIseAA’here hoAV far these recommendations, which 
are primarily based on other grounds, are capable of adop- 
tion. Here we Avouid only remark that if the Commission ’.s 
proposals for representation of the proAunces in the As- 
sembly Avere to be altered, it AAmuld not be impos.sible tO' 
devise other methods for giA-ing representatives of the pro- 
vinces a joint oppoi-tunity to consider the voting of taxes 
for the provincial fund. A suggestion AAdrieh might be consi- 
dered in that eA^ent is that the proAuneial councils should elect 
representatwes to form a separate inter-proA'incial council,, 
which, should consider proposals for “ proAuncial fund ’’ 
taxation before their submission to the vote of the central 
legislature. We recognize that this alternative does nut 
possess the direct adA"antages of Sir Walter Layton’s scheme 
and Ave put it forward for consideration only in the event 
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indirect election to the Federal Assembly not being 
approved. 


56. Preliminary comments on Sir Walter Layton's scheme. 

— Turning now to the purely financial aspects of Sir Walter 
Layton's scheme, we have, speaking generally, approach- 
ed it with a predisposition in its favour, mainly because it 
aims at the esta]}lishment of a uniform basis for the financial 
settlemonis with the provinces. Such an arrnngeniem is in 
‘every v'ay preferable, if it can be shovni to he vmrtalle in 
pi'actice, to Avbat seeiws to ns the only other alternative, a 
separate settlement with individual provinces on a iiasis of 
needs. It is, howeyer, essential to examme it closely, in 
Older to test its practical working, and we find it necessary 
to make Uvo preliminary comments. In the first place, the 
scheme as a whole contemplates vnthin ten years the aban- 
donment by the central Government of about 12 crores of 
tlieir rei'onue and the imposition by the provinces of 24 crores 
of new taxation. It is conceived in a spirit of optimism 
which we find it difficult to share, having regard to the general 
economic conditions, with which India ancl indeed the world 
i]i general are likely to be faced in the years irmnodiatoly 
before ns. to certain omissions in Sir Walter La 3 don’s- sur- 
rej of the central Government's position to whicli we shall 
refer again, and to the reluctance which may well ^)e leit by 
the representatives of the people in the provinces to impose 
now burdens of this magnitude. Of the new items of taxation 
suggested, the proposed tax on agricultural incomes iin'oh es 
highly conlroversial issues, and the terminal tax \rould, if 
introduced generally on the scale proposed, be open to serious 
objection from the economic standpoint. Sir Walter Layton 
has also, in our opinion, overestimated receipts, especialty 
the revenue likely to be obtained from the taxes on tobacco 
and matches. For all these reasons we fear that his estimate 
of the possibilities of fresh taxation may prove to be very 
wide of the mark. In dealing with agricultural incomes Sir 
Walter Layton makes the remark'^ that increased produc- 
tivity together vnth the rise of prices since pre-wmr days has 
enormously increased the mone^^ value of India's agricultural 
products 'b This statement is open to serious challenge, 
since at the present time the prices of three at least of India’s 
most important crops, cotton, jute and 'wheat, are actually 
beio-w pre-war levels, wdiile others, such as oilseeds and 
groundnuts, are but little above them, and this decline had 
set in even before the report of. the Indian Statutory Com- 
mission was published. It is scarcely too much to say that 
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the most serious economic problem, with -which India — along 
with other agricultural countries — is faced, is the declhi.e iii 
value of her main products. 

Our second general comment is that the application of 
the scheme to individual provinces has not been worked out 
by Sir Waiter Layton in detail, and, as -will be seen later, it 
is when we come' to the detailed application of the scheme 
that some of the main difficulties arise. 

57. Sir Walter Layton’s assumptions as regards the cent-' 
ral Government’s surplus. — We propose to examine the 
scheme from tv;o points of view, first in its reaction upon the 
eejitral Government, and second in its application to the pro- 
vinces. Sir Walter Layton calculates that the central Gov- 
ernment should after 10 yeai's, on the present basis of taxa- 
tion, have a siirplus of 141 crores, arrived at as follows ; — 


Plus. 

Minus. 

T 


Customs 

. . 7i Civil Expenditure 

.. 8 

Income-tax 

. . 5 Opium 

. . 2 

Army 

-.7 



+19i 

—5 


Out of this the central Government should be able to distri- 
bute to the i^rovineos : — 

(a) Half the income-tax on personal incomes . . 6 

(7;) Net proceeds of salt duty (allowing for an in- 
crease of i crore after 10 years) . . 6 

(c) Balance of duty collected on foreign imported 

liquor over 30 per cent. . . . . l-J 

Off-set by yield fi’om commercial stamps 
which -will he transferred to the central Gov- 
ernment . . . ■ . • — li 

12 


Sir Walter Layton’s hypothetical table* actually anticii>!ites 
that, when at the end of ten years ibis _ distribution to pro- 
vinces has been completed, there -will still be in the central 
Govermnent’s budget a surpl us of 4| crores ; and his schem e 
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after ten years contemplates that a certain definite and in- 
creasing proportion of the customs revenue shouL'I be paid 
i]ito the provincial fund. He does, however, recognize that 
this prospective surplus may be affected by a number of 
factors which are uncertain. 

58. Sir Walter Layton’s assumptions examined in de- 
tail. — We now proceed to examine in detail the assumptions 
made in the above calculations. 

(1) Customs . — In view of the importance of this head of 
rcvciiiue among the few which are left to the central Govern- 
ment under Sir Walter Layton’s scheme, we have had a spe- 
cial examination made by tlie Central Board of Revenue, 
which is printed as one of the appendices." Tt will be 
seen tliat the Board do not accept Sir Walter Layton’s cal- 
culations, but that for an entirely different reason — vis., the 
great possibilities which lie in the development of motor 
transport — they haim arrived at the conclusion that in 10 
years, provided that there are no setbacks due to extraneous 
influences, there should be an increase under custom.s of from 
7.8 to 10.4 croi-es. We would add that some allowance might 
also bo made for an increase in the revenue from the duty 
on .silver, Sir Walter Layton having accepted the estimate in 
the present budget of 1 crore which on the basis of past years ’ 
imports is like!}- to be exceeded. Therefore, so far as cus- 
toms are concerned, even if the Central Board’s estimate is 
somewhat optimistic, w^e do not challenge Sir Walter Layton’s 
figure of T-J- crores, which seems sufficiently conservative, pro- 
■vided always that economic conditions in those years are 
reasonably good, and that there are no substantial changes in 
the Government’s tariff policy. These twm qualifying- pro- 
visos arc of great importance. As to the first, a continuance 
of the present trade depression would reduce both the value 
of our exports and the consuming power of the people, and 
these conditions must lead to a diminished volume of imports. 
As to the second, the present tendency of articulate political 
opinion in India is strongly in favour of increased protec- 
tion. a3id if this opinion obtains an increasing influence on 
Govermnent’s policy as is likely, many of the present revenue 
duties may acquire a much greater protective significance, with 
a resi-dting decrease in Government revenue. Nor can w^e 
leat-e out of account the possibility that there may be a strong 
demand that an increasing share in motor taxatioii .should 
be transferred to the promnees, or be earmarked in some way 
for road developmentf. There are thus grave elements of 
inseeurit 3 ’ in the position, and the fact that the possibility of 
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improvement seems to depend mainly npozi one uneovtain 
item is an additional reason for caution. 

(2) Income-tax . — It is not necessary to discuss at lengtli 
the suggestions wMcli liave been made by Sir Walter Layton 
for increasing tlie return from income-tax by lowering the ex- 
emption limit and steepening the gradation of the tax. dhiese 
ai-e suggestions 'wliich have lieen examined more than once 
before, and there are considerable practical objections to 
them. Wo include in the appendices* an extract from a note 
by the senior Member of the Central Board of Revenue on 
tlie subject. Nevertheless, if there were to be a strong de- 
mand from the general public or from provincial Govern- 
ments, the pos.sibility of increasing revenue in these ways 
might well be again explored. As regards the taxation of 
agricultural incomes, in view of the difficulties which this 
subject presents, it rvould, in our opinion, be unsafe to count 
on the increase which would be obtained from the higher 
rate of taxation on composite incomes. The tightening up 
of the luxation of income from foreign sources is a raatlor 
which we have alread}'' under consideration, but we 
have no evidence on which to base estimates of any substan- 
tial increase in revenue from this source. It is probable, how- 
ever, that even without any change in our system of taxation, 
if we could count on a normal jmar coinciding both in Bom- 
bay and Calcutta, we should be able to obtain not much less 
than 2 crores over our present figure at once, and in the 
course of 10 years at least 3 crores above our present figure. 
Sir Walter Layton’s figure of 5 crores is, in our opinion, op- 
timistic. At any rate we do not care to reckon the average 
expectation of improvenumt in 10 years time at more than 
S crores, though this is obviously a heading which is capable 
of groat variation according to the development of the 
country. If political dissensions subsided, and the whole 
national off'oiT were concentrated on raising the general 
standard of life, there might be a surprising increase. 

(3) Civil expenditure . — The estimate of an increase of 
3 crores in 10 years does not err on the side of generosity. 
We allude elsewhere to the probability of many additional 
burdens being put upon the central Government for contri- 
butions to expenditure in the North-West Frontier Province, 
and also to the possibility of new demands if new provinces 
are created. 

(4) Opium . — We .shall lose our revenue on exports (2 
crores) but shall still retain a small sum (10 to 15 lakhs) 
from the sale of medicinal opium. 
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_ (y) Army . — Sir ''.Valter Layton’s estimate assumes a 
debit of 3 erores to Burma and a furtlier reduetioii of 7 crores, 
bringing the military budget for India down to 45 crores. 
This is a drastic reduction and the possibility of a Ihg sa\ irig 
beiiyg realized depends largely on v.-hether His hlajosty's 
Oovernniont will make a contribution in respect of 
the ‘‘ Imperial defence ” element involved in army expendi- 
ture. We allude elsewliere to the prol)ability that the Burma 
e.5tiniate will prove unrealizable. 


(6) Rniliuays . — Sir Walter Layton does not take into 
account any increase in the contribution from railways in 
excess of 6 crores, recognizing the importance of keeping rail- 
%vay rates down in the general interests of trade. "tVith this 
latter comment we definitely agree, though the amount of the 
railway contribution is a matter which may require further 
consideration. 

(7) Other iteni §. — If provinces become responsible for 
their own accounts, there will be a transfer of expenditure 
from the central Government to the provinces of over 50 
lakhs, though there may be some increase in the central Gov- 
ernment’s expenditure also on this head, if the scheme for 
seioaration of accounts and audit in central arca,s is ex- 
tended. On the other hand, the debit to central revenues of 
High Court expenses less receipts from High Court fees 
would, v.’G believe, involve an appreciable, net chargt' to 
central funds. We are not ymt in possession of full details 
on this point, but such preliminary estimates as we have re- 
ceived from prmidneial representatives confirm this eondu- 
sion. 


59. Further considerations affecting Sir Walter Layton’s 
assumptions. — Apart from the doubts expressed above as 
to Sir Walter Layton’s e.stimates, there are further con- 
siderations to he borne in mind. In the first place, he has 
assumed that 5 crores of interest on the balances of the paper 
currency and gold standard reserves will continue to Ido 
credited to central revenues. The receipts under this head 
are, how->ver, at present more than counterbalanced by the 
lo.sses on sales of silver which are still l3eing debited to .a 
remittance head. In fact the propriety of treating; the pre- 
.sent receipts as normal revenue may well be regarded as 
doubtful, and we feel cletinitelT that it would be improper to 
treat it as a source which could be drawn upon in order to 
surrender central revenues to the provinces. The difficulty 
will become moi*e clearly apparent when a reserve bank comes 
into exi,slenee. Under clause 46 of the reserve bank bill of 
1927 the central Govermnent was, it is true, to be entitled to a 
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share in the profits of the bank both during the period when 
it was building- up its reserve and afterwards. These prolirs, 
however, would be much less than the interest which we now 
take to revenue, and in addition the Governmenr of India 
would, liuder the reserve bank scheme, be left witli llie 
responsibility for the disposal of surplus silver, so that any 
profits might be •far more than swallowed up by losses cm 
lho.se sales. 

In the second place, we must take into account the pos- 
sible financial results of an adjustment of relations 'with the 
Indian States. Large claims are being made on their side 
for a share in our customs revenue and in other directions. 
It is impossible to make any accurate estimate on this 
account. 

Thirdly, the terms for the separation of Burma, if this is 
to be effected, are uncertain, and there is a considerable mai‘- 
gin of error here especially under the defence and debt heads. 
Sir Walter Layton, we note, assumes that India will levy 
customs duty on Burma produce. 

Piunlly the most important consideration of all is 
that to which we have referred already. The estimated im- 
provement is dependent entirely on the attaiiimesnt of favour- 
able trade conditions and on the absence of disturbing factors 
such as war, political unrest, or frontier trouble. We have to 
remember that these constitutional changes are being intro- 
duced at a period of extreme world depression accentuated 
by the present internal distuiLances, and it would be opti- 
mistic to assume that trade for a good many years to come 
will recover sufficiently to give the results anticipated. 

60 . Conditions on which the central Government can 
abandon surplus revenue. — The conclusion which seems to- 
ns irresistible is that all these estimates are so hypothetical 
that it is impossible to envisage anything like a time-talfie 
for giving up to the provinces sources of central revenues. 
We agree in theory with Sir Walter Layton’s statement that 
it is undesirable that the allocatiou should be capricious or 
that policy should be changed from time to time, and we 
recognize the importance of provincial Govermnents being 
able to estimate their financial resources as accurately and 
as eax’Iy as possible. But in view of what has l^een stated 
above, it seems essential to insist that, if we accept in prin- 
ciple the arrangement that the half share in personal in- 
come-tax and the salt tax should be transferred to the provin- ' 
ces, the times and amounts of transfer must dependyipon the 
judgraent of the central Goverurnent. i. Sii’ Wrdt^T^yton re- 
eogiiizfiS that in exceptional circumstances /i!he transfer 



according to time-table may be impossible, but lie goes on to 
lay down that in such an ex'oiit ilje trcinsier should be a first 
charge on the central G-overniiierit's surplus, and that any de- 
la}" would be made good in subsequent years. This foiinuia 
see3ns w: us to require qualification, if only tor the reason that 
a 8ur])lus of one year may not Ijo a recurring surplus, and 
that it must rest with the central Government to decide when 
any surplus showm in the budget is evidence of a' reliable 
margin of receipts over exxienditure, sufficient to justify the 
permanent sacrifice of prospective revenue. Sir 'Wnlxer 
Laytoii'S formula is also too rigid as, if interpreted strictly, 
it might be held to mean that the central Government was not 
at liberty to varj" its scale of taxation (especially customs) 
in a dovmward di3*ection, a discretion vTiich in the interests 
of ijic ciiuntry as a wlioie ought to remain witti the eeiitral 
Governmeu] . 

In short, we envisage a sitmniou not diilerent iji essen- 
tials from that under the Meston settlement under which, 
while ll)e proportions in wlneb the wirioiis provinces were to 
share in the remission of eontriljutions were laid down hy rule, 
the dados and amounts of ]*emission were left to the discre- 
tion of the central Govcnmieid-. This conclusion, however, 
does not meait that tin? order in wl]i"h central revenues should 
be surrendered should not be definitely prescribed. To this 
poird v/e shall inturn in dealing with the ap])iieadion of the 
scliemo to the provinces. 

61. Necessity for allowing sufficient elasticity to reve- 
nues of central Government. — There is another question 
which is equally importa^it. Does Sir Walter Layton’s 
scheme allow sufficient elasticity to the revenues of the central 
Government to enable it in all circumstances to diiseliarge . 
its responsibilities, remembering that those responsibilities 
include defence, the debt, the credit and the foreign relations 
of India ? On this point we confess that we have felt mis- 
givings. Our customs duties are already high, nor is there 
much margin left for increase in taxation under income-tax 
or stamps, or in the receipts from the commercial services 
such as railways. Once salt has been transferred to the list 
of national excises, the margibi of elasticity in- case of need 
may ]}ecome dangerously restricted. This leads us to con- 
sider the rlesirability for treating the salt tax in a special 
way ; for it is the best suited of all for an emergmicy tax, and 
this has always been an argument for keeping its incidence 
low in normal times, so as to retain the possibility of its in- 
crease as a reinforcement to revenue in an emergenevo For 
these reasons, while we do not oppose tlie recommendation 
that the proceeds of the tax at its present rate should he 
Transferred to the provinces wheai the central Government is 
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in a position to do this from its assured surplus, vve consider 
that no further increase in the rate should be perxnissible as a 
source of provincial revenues. The margin for 
increase should be regarded as a potential emergency reserve 
for the central Government. In addition to this, we accept 
the recommendation*' of the Indian Statutory Commission 
on the suliject of surcharges by the central Govern- 
ment on any taxes ihclucied in the schednle of the provincial 
fund. I]i the absence of these provisions tiie central Govern- 
ment wonid be reduced to dependence practically npoii cus- 
toms, and as we have already explained, it would appear ;is 
if tile prospects of substantial improvement there arc reduced 
to die single ciiance of an increase in the motor trade. \Ve 
further consider that the constitution should retain the p)o- 
vision w’hicn now exists in Devolution rule 19, under whicii 
in cases of emergency the central Government may require 
contributions to be paid to it by the provinces, with tine 
sanction of and subject to conditions approved by die Secre- 
tarv of State. 

62. Application of the scheme to the provinces — examina- 
tion of some of the proposed new sources of provincial 
revenues. — ^^Ve now turn to the application of the scheme 
to the provinces. There has not been time for a complete 
examination of all the points which arise in connection with 
the proposed new sources of provincial revenues, the decision 
regarding which will in any case mainly rest with the re- 
presentatives of the provinces. We must, however, call 
attention to certain important points which have emerged in 
the course (d our examination and our discussions with local 
Governments. In the first place. Sir Walter Layton pro- 
poses tliat the customs duty on foreign liquor should be 
reduced to 30 per cent, and that the provinces should be given 
the right of imposing further duties on foreign liquor in the 
form of excises. As a counterbalancing adjustment, the 
central Government should take the revenue from commer- 
cial stamps. We have no objection to this proposal in 
principle, hnt a careful scrutiny has suggested that the 
method proposed for dealing with foreign liquor may involve 
administrative difficulties not fully realized hitherto. Thi.s 
question requires further examination, which we are under- 
taking in consultation wdth the provincial Governments, 
before we should he able to determine the exact form in w^hieh 
this adjustment could he made. Incidentally we would 
observe that, although the total amormt of the present yield 
from commercial stamps is roughly equal to the total amount 
which would he surrendered to the promnees under Sir 
Walter Layton’s propos als, the revenues of individual 
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provinces would be affected in varying degrees, and some pro- 
vinces Lave gone so far as to ask for a preliminary adjustment 
on this account. 

As regards the proposed surrender by the central Ouv- 
ermnent of one-half of the income-tax on personal incomes, 
we have already indicated that we accept this proposal in 
principle. Sir Walter Layton has stated that the amoiait 
involved is in the neighbourhood of 9 crores, half of vrhioh 
would give the provinces d-J- crores. He estimates iiirtiier 
that at the end of ten years this allocation would probably 
grow to 6 crores. Both these estimates seem to us to be 
optimistic. On the latest figures available, for the year 
1928-29, readjusted at the new rates of taxation introduced in 
the last budget, we calculate that the personal income- tax 
collected in the provinces was approximately 7 crores, and 
the allocation to the individual provinces of one-half of the 


tax would be roughly as follows : — 

Lakhs. 

Madras . . . . . . . . 50.8 

Bombay . . . . . . . . 90.67 

Bengal . . . . . . . . 96.08 

United Provinces . . . . . . 32.68 

Punjab . . . . , . . . 30.75 

Bihar and Orissa . . . . . . 23,66 

Central Provinces . . . . . . 16.71 

Assam . . . . . . . . 8.97 


Total . . 350.32 


A point, however, which has to be borne in mind is that the 
figures shown in the above list would not represent a net 
gain to the provinces, for under Devolution rule 15 a certain 
share rdready accrues to them, and we must presume that it 
was intended that this provision should merge in the new 
proposals. It will be remembered that under that rule the 
provinces are entitled to receive a share (at three pies in the 
rupee) of the tax upon new incomes brought under assess- 
ment in any year as compared with the basic year 1920-21. 
The object of this rule was to give to the provinces some 
share in what was expected to be a growing head of taxation, 
and it was anticipated that the industrial provinces in parti- 
cular would benefit from this provision. In actual practice 
the rule has operated very differently from the intention and, 
owning to the full assessments in the main industrial centres 
in the basic year, the benefit has accrued mainly to the non- 
industrial provinces. The sums which the provinces have 
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obtaineti under Devolution rule 15 since 1921-22 are given in 
an apjieiKlix*. The latest figures available (for 1928-29), 
wlib'h v'o quote belov, are sufficient to iliastrate the im- 
expectciijiftss of the results : — 



Lakhs. 

Madras . 

5.46 

Bomba}' 

Nil. 

Bengal 

Nil 

United Provinces 

0.77 

Punjab 

4.04 

Burma 

12.22 

Bihar and Orissa 

4.74 

Central Provinces 

2.23 

Assam 

6.63 


It Vv'iil be seen from the above table that, if the increase al- 
ready accruing under Devolution rule 15 ha's to be surrender- 
ed by the provinces, as a preliminary to the surrender by the 
ceiitral Government of half the share on personal incomes, 
the effect of the latter surrender would be considerably modi- 
fied. The case of Assam is an extreme one, for that province 
would on balance only gain 2.34 lakhs. We have not finally 
considered how this situation can best be dealt with, but we 
would express a provisional view that here, as also in the 
exchange between liquor and stamp duties referred to above, 
some sort of preliminary adjustment' will be necessary. 

We accept the proposal that provinces should be per- 
mitted to levy a surcharge amounting to one-quarter of the 
tax on personal incomes. The proceeds of this tax, should 
they elect to impose it and should conditions admit of it being 
imposed at the full rate, may be taken as approximately 
equivalent to half the amounts mentioned in the table (ui 
the preceding page. 

The proposal to remove the exemption from ineorae-tax 
on agricultural incomes raises a most eontrovfn;Hial issue, on 
which opinion in the country will run high. However indis- 
putable may be the logic of Sir Walter Layton’s arguments, 
vm must face the reality that this exemption has the sanc- 
tion of long tradition and that dealings in land have always 
been conducted on . the assumption that it would remain. 
The opinions cf local Governments, with few exceptions, are 
definitely opposed to it and for practical purposes we regard 
its imposition as nnlikely in the near future. We have some 
sympathy with, the view expressed by more than one province 
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that it is a form of taxation whicli should only be imposed 
by a representative and responsible government, and this in 
fact means that it should not be imposed upon a province on 
the vote of the central legislatui'e, but that the representative 
legislature in each province must be free to decide for itself. 

The objections to the widespread introduction of a systL-m 
of terminal taxes are more fully dealt wjth in an appendix*. 
If imposed on the scale suggested by Sir Walter Layton, it 
Tvonhl be a serious burden on trade. A terminal tax designed 
to bring in 8 crores of rupees a year represents a surcharge 
on raibvay freights of about 15 per cent., and tlie suggestion 
to impose such a tax is hardly consistent witli Sir Walter 
Layton’s strongly expressed view as to the urgent need for 
reducing freight charges. Moreover, apart from this broad 
consideration, there are certain practical difficulties in the 
way of the imposition of a general tax of this nature which 
are nrn mentioned in Sir Waiter Layton’s report. Octroi 
duties and terminal taxes are already used iir some provinces 
as a source of manicipal and local taxation. It would hardly 
be possible to allow this form of taxation to be used Iw 
mu33icipal authorities at the same time as it was introduced 
on a universal provincial basis as proposed by Sir Walter 
Layton. On the other hand, the right to continue to levy 
the tax could not be withdrawn from the munieipalitie.s where 
it i' now in force, while we foresee difficulties in the way of 
resisting all further extension of such a method of taxation 
to other municipalities. In this connection we have to take 
the actual needs of the various provinces into account. In 
Assam, feu- example, a province whose revenue is very 
restricted and whose opportunities for improving its position 
from income-tax, etc., are under the present proposals for 
special I’easons much less favourable than those of other 
provinces, we think that — particularly in connection with 
the tea garden traffic — there may be a special justification 
for some sort of terminal tax. Again, in BiJiar and Orissa, 
41 province which has hitherto had no murdcipalitie.-i levyhig 
this tax, there will probably be a strong demand for its in- 
troduction in this form. Without going into further details, 
we may state our provisional conclusion as follows. While 
we liold strongly that the economic disadvantages of such a 
tax are sufficient to condemn its introduction as a general 
provincial tax, we think that for purposes of local taxation 
there may he occasions when it will be the best available 
method, if used for special purposes and to a properly limited 
extent. If, however, the continued use of such a tax for local 
purposes is permitted, it will be essential to reserve to the 
central Government definite powers of control in order to 


•Appendix ’tTII. 



62 


sai'egaiard sources of central revenue, and to prevent tJie im- 
position of discriminatory taxation wliicli may involve 
breaclies oi international treaties or agreements. 

We have already taken up the examination of the 
machinery for dealing vith the proposed taxes on tobacco 
and matches in correspondence with provincial Governmoits. 
Botli present special difficulties, and the tax on matches in 
particular can hardly be imposed on a substantial scale 
witliout co-operation on the part of the Indian States. Our 
enquiries ou both subjects are still incomplete and any view 
which we now take is iiecessarity provisional. We hope 
that some effective arrangements can be devised, but we 
believe that it will not be desix’able to impose too higli a rate 
at tirsL oir matches, and that the full yield from tlie tax Avill 
only he obtained gradually. We regard Sir Walter Layton’s 
estimate of 5 crorcs from (he taxation of tobacco as too high, 
and ou present information we doubt whetlier even half that 
amount is likely to be realized. 

63. Increased resources of the provincial G-ovemmenfe 
on Sir Walter Layton’s and our estimates. — These preli- 
minary remarks have been necessary in order to enable us 
to approach the matter from a practical point of view. If 
Sir Walter Layton’s assumptions were aU accepted, that 
is, if Awthin ten years the central Government were able to 
surrender half the tax on personal incomes and the salt 
tax, and if the provincial Governments were to get the benefit 
of all the neAv taxes, tobacco, matches, terminal tax and in- 
come-tax on agricultural incomes, and AA^ere to impose the 
Burcharge on personal incomes, and if his estimate of the 
yield of the A-arious taxes Avere realized, we should get 
approximately some such result as the foIloAving ; — 


Province. 

Actual increase of 
revenue in lakli-s 

Perc entage 
in crease. 

Bihar and Orissa 

of rupees. 

4,24 

77 

Bengal 

7,70 

69 

United ProAunces 

6,09 

52 

Assam 

1,26 

49 

Central ProA-ihces 

2,20 

46 ■ 

Madras 

6,24 

38 

Bombay 

4,76 

34 

Punjab 

3,51 

32 


It must he recognized that the picture presented in the above 
table represents no more than a distant, and perhaps even 
totally unattainable, ideal. We have indeed already indicated 
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our view that all that the provinces are likely, in the near 
future^ to he able to count upon from new taxation is the siir- 
::!iar;^‘e on personal income-tax, and a very duiiotfrd 3 or 4 
erores from the taxes on tobacco and matches, with rjorhaps a 
terminal tax in a province specialty situated such as Assam, 
Some other forms of taxation may possibly be added to the 
prc.A'inciai iinid, though we can think of none of a very pro- 
.dnctive nature. We should also be glad’to see as much lati- 
tude as 'possible allowed in framing* the schedule of provincial 
ta.'ces ; ])iit tlie provinces \viil hiive to rely, in the main, upon 
the gradual surrender to them of the central revenues from 
sah and personal income-tax. 

However distant any sul^stantial distribution may be, 
the figures ghuii above illustrate the plan which now holds 
tin: field, and it is on that plan that we must consider liie views 
of tlu Aurioiis provinces. A glance at the ligures shows that 
several provinces will inevitably regard it as unsatisfactory, 
and will claim that it does not take sufiicient aecount of their 
needs. Our task now is to consider both the final objective 
and the methods of approach to it, and this means that the 
practical prol)lems really beioi'c us are, first, whether a 
special enquiry into the needs of different provinces should 
be made before the aiitomatkr distribution begins, and second 
ill what order should the surrender of resources take place. 

64. An enquiry on the basis of needs. — As regards the 
first of these problems, the (lovirmncnt of Bombay have felt 
themselves compelled to apply for a preliminary adjustment 
to meet their outstanding needs before the application of the 
automatic principle hegin^. They suggest that needs can 
only be dekumined by obligatory expenditiiro on essential 
services. Tlieir request would therefore involve the appoint- 
ment of a special committee to investigate the needs of the 
different provinces and to form a judgment upon the present 
rate of expenditure in Bombay upon essential seiwices as 
compared with that of other provinces. The Government of 
Bihar and Orissa also consider that a 'preliminary adjust- 
ment should be made with the object of correcting existing 
maladjustments before the automatic principle is applied. 
They point out that, unlike other provinces, they obtained 
no relief by the remission of contributions under ilm ])resent 
constitution, since no contribution was imposed unon them, 
and that, with their existing deficit of 35 lakhs and the heavier 
expenditure foreshadowed under the new constitution, there 
will be no margin for the province to develop, having regard 
to the fact that the estimates of the Layton sdieme can 
hardly be expected to materialize, fi'he considered views of 
the Bengal Government are not yet before us, but we have 
understood from their representative (who with the repre- 
sentatives of other provinces met us recently in conference) 
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that the Bengal Government also would be likely to press 
strongly for a preliminary adjustment before the introduction 
of the automatic 'principle. Other provinces, though they are 
prepared to accept the Layton scheme, would no doubt advance 
similar ciaiins if a committee to enquire into needs were 
appointed. Some of them might argue that in their case 
expenditure on essential services had been I'educed or 
deferred through enforced economy in the past. 

AVhile we have considered it our duty thus to bring pro- 
minently to notice the views of tliose Governments which 
have asked for a special enquiry, our own view at present is 
that the appointment- of a committee to examine the posi- 
tion of t.he provinces on the basis of needs would be likely to 
intensify provincial ri^■alries and to create general dissatis- 
faction. For the conclusion is unavoidable that the demands 
of the vai'ious provinces are incompatible, and that no deci- 
sion could be reached which would he accepted b;/ all 'pro- 
vinces as fair. On balance, therefore, our present view is 
that we must definitely rule out the idea ot any general ad- 
justment as between the provinces on the basis of ‘ needs ’ ; 
for we do not see how any tribunal could pronounce judg- 
ment on a matter so controversial and so much a matter of 
opinion in a form which v/e could reasonably expect all pro- 
vinces to accept. 

65. Preliminary adjustments may have to be consi- 
dered. — While, however, we feel forced to the conclusion 
•staled in the pi’eceding paragraph, wm do not go so far as to 
say that no sort of preliminary^ adjustment should be made. 
,We have indeed been impressed in the course of our examina- 
tion by lue serious injustice which may be caused in the 
initial stage to certain provinces by the re-arrangement of 
central and provincial sources of revenue involved in tlie 
Layton scheme. We havm already referred to the operation of 
Devolution rule 15, the abandonment of which would involve 
an initial loss in respect of income-tax for several provinces, 
w-hieh could only be recouped later by the transfer of re- 
sources from the central Government, the date of which is 
iuieertain. Assam, for instance, stands to lose at once nearly 
7 lakhs from a source of revenue which had been steadily 
growing, wdiereas their share of personal income-tax, oven if 
the central Government were in a position to surrender at 
once the full amount under this head, would not he more than 
9 lakhs. Similarly the exchange between foreign liquor and 
commercial stamps, though these heads approximately balance 
so far as the central Government is concerned, will affect 
provincial finances unevenly. No figures are at present 
available and it will take time to collect them, but one pro- 
yinee has estimated its loss feom the transfer at 13|:' lalchs. 
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The provbicializatioB. of accounts will involve a new burden 
on the provinces which has hitherto been borne by the central 
Government, while some provinces might beneJit from the 
transfer of High Court expenses less High Court fees. When 
the exact effect on individual provinces of these various 
transfers lias been examined more tbox-ougbly than has up 
to this moment been possible, consideration must i;ie given to 
the cpaestion whether these special grounds justify some pre- 
liminary adjustments. We reserve our judgmeut on this 
point. 

66. The order of surrender of central revenues. — It is 
necessary first to explain how the various provinces will be 
affected by the order of surrender of the two taxes in question, 
personal income-tax and salt. We have already indicated 
the proportion in which the provinces would' share the pro- 
ceeds of tlie personal income-tax when surrendered. The 
industrial provinces of Bengal and Bombay and in a lesser 
degree iladras would obtain the principal benefit. The dis- 
tribution of the salt tax on the basis of population (taking, 
as seems reasonalxle, a net figure of 6 crores at the time 
.when the transfer is completed) would give ihe following 
results : — 


Madras 


Lakhs. 

1,10 

Percentage 
bicrease ia 
revenue. 

6.7 

Bombay 


50 

3.5 

Bengal 


1.24 

11.2 

Tniited Provinces 


1,17 

9.9 

Punjab 


55 

5.1 

Bibar and Orissa 


90 

16.3 

Central Provinces 


37 

7.7 

Assam 


17 

6.6 


It is, however, eonceiv'ahle that the decision might be to trans- 
fer not the whole hut a portion of one tax, -and then a portion 
of the other. The result can be judged best by .giving the 
proportion.s in which each province would share in the first 
erore of eacii tax surrendered ; — 



Personal 

income-tas. 

Salt. 

Madras 

14.5 

18.5 

Bombay 

25.9 

8.3 

Bengal 

27.4 

20.7 

United Provinces 

9.3 

19.5 

Punjab 

ft .8 

9.2 

Bibar and Orissa 

6.8 

15.0 

Central Provinces 

4.8 

6.2 

Assam ... 

2.5 

2.8 

T 
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Bengal and Madras come' out fairly well iu either event, and 
there is no serious ditfereiice in the case of the Punjab, 
Assam and the CeiiLi'-al r'rovinces, tliougii all would fare 
•sliglitly better if salt were given the preference. The iDriii- 
eipal result of preferring i;ic(;me-lax to salt would be a very 
substantial gain to Bombay and an appreciable gain to Bengal, 
to the disadvantage mainly of the United 'Provinces and 
Bihar. 

Sir Walter Layton has definitely recommended that the 
urgent needs of the industrial provinces should be recognized 
at least: to the extent of arranging that tlie transfer of in- 
come-tax receipts should i}e begun as early as possible. It 
is true tliat tlie industrial provinces will also gain most from 
the surcharge on personal income-tax if they decide, and are 
able, to impose it, but Vve .suggest that as fair a solution as 
any avouIcI be if the surrender of the first 2 crores of reA^enue 
were in the form of personal income-tax and that thereafter 
the surrender of reA^enue should be from both taxes in equal 
amonids. We recognize, as pointed out by the Government 
of Bihar and Orissa, that there AAmuld be definite political 
advantages iu making a beginning with the proAun- 
cializatioii of the salt tax at an early date. In fur- 
ther support of the form of recommendation that 
we haA'e thu.s tentatiA'ely made. AA^e Avould point out 
that for prasti-cal reasons it is lilcel}'' to be necessary to 
undertake the transfer of these taxes step by step._ The 
central Go'vernment aa-III haA’e to proceed tentatiAmly in the 
abandomnent of its reA^enues, and it is hardly possible that it 
Avill at any moment be in a position to hand OA*er in a single 
tran.saction the whole proceeds of either of these taxes. 

67. Procedure applicable to the provincial fund. — 
accept tlie proposals* of the Indian Statutory Commission re- 
garding the procedure applicable to the proAuneial fund. 
Some modification in detail Avill be requii'ed if the Commis- 
sion’s proposals' regai’ding the constitAition of the Federal 
Assembly are revised, but the principles could be applied 
mufatis 'mufavdis to the alternative arrangement Avhich we 
have suggested for a separate inter-provincial finance coun- 
cil. SeA^eral of the provincial Governments haAm expressed 
doubts whether it should be open to a minority of the inter- 
provincial council of finance members to bring proposals for 
taxation before the Assembly. On the whole hoAvever we 
consider that, if not less than three of the provinces desire 
that proposals for taxation should be placed before the As- 
sembly, it is fair that they should haAm an opportunity _ of 
presenting' their case and of securing, if they ca n, a ma jority 
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in the Assembly. It has also been suggested to its that in 
view of the many uncertain factors ainriiypothetical assimila- 
tions involved in the sug'gested financial arrangements, which 
may result in the settlement working out very differently 
from what is now anticipated, provision should be made for 
a review of the settlement after 5 or 10 years. We have con- 
sidered this suggestion, but we are of opinion that such an 
arrangement would be disturbing, and might even lead pro- 
vinces into a policy of extravagance with the ob.ject of estab- 
lishing claims for special treatment in the light of their actual 
commitments at the time of revision. 

We recommend that the settlement should lie embodied hi 
statutory rules so that alteration of it would be possible with- 
out an amendment of the constitution. 

We call attention to the recommendation of the Bombay 
Government, with which we agree, that legislation imposing 
provincial fund taxation should not be voted eveiw year, but 
only when 1he inter-provincial council of finance members 
makes proposals fdl’ a change. 

68. Borrowing powers. — In an earlier paragraph we 
stated that we accepted the position that the control by the 
Government of India over the provinces in the sphere of 
finance should be confined to the control of borrowing. It is 
desirable to consider more fully the details of the Indian 
Statutory Commission’s proposals on this snb.ject. 

As regards the powers of provincial Governments to i.‘aise 
loans, the pro})osals in their report make little change in the 
existing position which is governed by rule 3 (1) of the Local 
Government (BorroAving) rules (regulating borrOAAung in the 
open mai’ket) and by DeA'olution rule 25 (regulating advances 
by the (loAmrnment of India to local Governments). In actual 
practice the terms on Avhich adAmnees can ordinarily be giA'en 
have been codified in the rules governing the provincial loans 
fund, Achich haA-e receAed the approAuil of the Secretary of 
State in Council, and have therefore to some extent limited the 
fuller pOAvers Avhich tbv' GoA'crnmcnt of India enjoyed under 
DeAmlution rule 25. 

The proposals of Sir Walter Layton may be summarized 
as folloAvs : — 

(a) The loans raised by provincial Governments 
should be subject to standard regulations and 
their raising should be co-ordinated. 

(£>) To this end a council of provincial finance 
ministers slionld he instituted, OA^er which the 

p2 



Finance Member of the Government of India 
should preside. Its tasks* should be “ to ’ 
establish a borrowing programme, to lay dovm ' 
the standard regulations', and to arrange terms _ 
mth the Government of India”. It should, 
however, be advisory only for the present, and 
the real power should vest in the central Gov- 
ernment. On the other hand, it is contemplat- 
ed that the latter should not act without con- 
sulting the council, since it is specifically stated 
that consultation should invariably be made 
l)efore special sanction is refused to a Usan, even 
where such sanction is definitely required by 
the regulations. 

{c) As responsible government in India de\'el(.)ps, the 
council may cease to be a mere advisory body i 
and niay acquire real power. 

The Commissionf apparently accept these proposals gene- 
rally. They suggest findher that the powers statutorily re- 
tained by the central Government should take the shape of a 
perfectly general ccmtrol, but that this control should not be 
used to dictate the i^urposes for which loans should be raised. 
If a declared purpose is Avithin the scope of the regulations,, 
the grant or refusal of sanction should be dependent primarily 
on considerations of the monetary and credit situation. Ap- 
proval should, hoAvever, not ordinarily be given to a loan in- 
tended to meet a deficit ; and if it is to be given, the loan should 
pay a discriminatory rate of interest. 

Subject to a qualification and a reservation explained at 
the end of this paragraph, we are prepared to accept thes«' 
proposals as a provisional arrangement, though we must 
emphasize thai the Avords • credit situation ’ used above re- 
quire further definition. The considerations AAdiich are. to 
govern any decision should include, not only the general 
credit situation of the Goveimment of India, haAong regard 
to its OAAUi position and the rates for money prevailing in the 
world at the time, but also the particular credit situation of 
the proAuiice AAdrieh is seeking a loan.- For this purpose 
account A\’-onld have to be taken of the, general financial 
policy and position of the province concerned. While 
accepting the proposals as a provisional arrangement, we 
feel hound to express donhts as to its adAusahility as a perma- 
ment plan, if it is to develop to a point Avhere the inter-pro- 
vinoial council ceases to he merely advisory and acquires 

* Volume II, para. 311. 
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.iictiiai powers of decision. Several of the provincial (iov- 
ernmeiits have expressed opposition to the idea that their 
borrowing programme should be controlled by a council con- 
sisting of representatives of other x'>i’ovinces who are their 
potential competitors for a share in tlie limited amount of 
loan money available, The^^ do not rule out the possibility 
that it may be to their advantage to abandon permanently 
their individual liberty of borrowing on their owe ci'edit, for 
the sake of arriving at a co-ordinated plan of borrowing 
for the whole of India, and in order to obtain the advantage 
borrovdng mth the credit of the Government of India. 
But they do not consider that in that case a body composed 
of political representatives of all the provinces would pro- 
vide a suitable arbitral tribunal. They contemplate rather 
something in tlie nature of an all-India board <>f loan 
■commissioners, on which the expert element would bo strong- 
ly represented. It has indeed always been oiir view that 
the admiiiistration of the provincial loaris fund should 
evontaally be entfusted to such a board, f)u the otiier hand, 
we feelthat it is premature at this stage to ^settle any 
arrangements which should govern the position for all time. 
While recognizing the advantage of a - co-ordinated plan of 
boiTOwing, we see serious disadvantages in creating condi- 
tions, in which the individual provinces need not consider 
their o^vn credit with the world hut can always rely on the 
support and protection of the central^ Government. The 
surest way to bring home to any Government the necessity 
for following canons of sound financial administration is 
that they should be faced, wlieu they disregard those canons, 
with the absolute impossibility of raising funds, even on loan. 
This necessity will be borne in upon them if they have 
themselves to deal with the outside money market, whereas 
if it is merely a matter between the provincial Government 
and the central Government, the realities may be obscured 
and political inflxTenees will play a part. Speaking general- 
. ly, we think that the future course must be decided in the 
light of actual experience. For the present the provincial 
Governments are all prepared to Continue what is in sub- 
stance the existing arrangement, and to place themselves in 
the hands of the central Government. It is our view also 
that this arrangement should be retained for the present. 
We have to make one further observation in conclusion. 
The ohiections expressed by the provincial Governments to 
having their individual loan operations controlled by ^ a 
eoiineil of prowncial representatives have led them in certain 
eases to ask that the functions even of an advisory council 
should be strictly limited. They fear that even if such a 
eouncil is merely advisory, if it is formally constituted, if 
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^AT.11 be difficult for the central Governinent to reject its ad- 
vice. They would prefer it to be definitely understood that 
the pov.’er'of decision remains with the central Government 
and that the central Governinent will do no more than sum- 
mon a ineetino- of provincial representatives so that the 
general prograinine may be jointly discussed ; such discus- 
sion being of an informal nature and not intended to lead up 
to am'tbing in tbe nature of definite resolutions by the coun- 
cil. On the whole, we may expre.ss agreement with tliis 
view. 

We must also make one further reservation. It would 
seem e-ssential to give the Government of India power to act 
wfithont consulting provincial representatives if an applica- 
tion for a loan is made in an unexpected emergency. It is 
consistent with onr- preceding observations that we do not 
consider it to be necessary or desirable to provide by statu- 
tory’ rules for tbe establishment of a council. The neces- 
sary provisions could be inserted in the standard regulations 
themselve.s, which would take tbe place of the rules now sanc- 
tioned b}" the Secretary of State. Minor points of detail 
could be thrashed oiit when the provincial representatives 
met to frame regulations. 

69. Provincial balances. — The Indian Statutory Com- 
mission have concurred in Sir Walter Layton’s recommen- 
dation that proyfineial balances sliorild not for the present be 
separated, and that any change in the present arrangements 
might he postponed until a central bank is created, yyffiich 
would presumably take oyur the hanking business of the pro- 
vincial and central Goy’ernments. We have ascertained that 
there is no desire on the part of proyfineial Goy^ernments for 
any immediate change in the present arrangements, and yve 
support the Commission’s recommendation. We have, ho^w- 
ever, to contemplate the possibility that an autonomous pro- 
vincial Government may desire at some time in the future to 
maintain its oyvn balances, and folloyving the general principle 
adopted by the Commis^on a development in this direction 
should be allowed for. We therefore recommend that if, 
after the new regime has been started, any provincial Gov- 
ernment desires to maintain separate balances, the Govern- 
ment of India should he prepared to agree, subject to suit- 
able arrangements as to details. A scheme for the separa- 
tion of balances yvas drayvn up in 1924, and it may be said 
that the separation could he .effected yvithout any serious ad- 
ministrative difficulty. 

In this connection the Commission hayu made a further 
recommendation that the Government of India should per- 
form the seryfice of hanker for the nrovineial Goy’ernments 
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on a commercial basis, and sho^^ld not attempt to make undue 
profits out of the business. We accept this in principle -with- 
out committing ourselves at present to the amount of profit 
which -would he reasonable or the form in which this profit 
would accrue, e.g., services rendered at ti-easuries or interest 
on minimum balances to be kept by the pro-vineial G-o\-ern- 
ments. 

70. Accounts and audit. — Sir Walter Layton’s recom- 
mendation in regard to provincial accounts and to the status 
and fnnetioiis of the Auditor General are endorsed* by the 
Indian Statutory Commission. We accept the Commission’s 
recommendations. It is not unlikely that some of tlie provin- 
cial Governments will at first desire to employ the central 

» Government as their agent to keep their accounts and super- 
-vdse their a,ccouiiting staff, but we agree with Sir Walter 
Layton that whatever arrangement is adopted, the accounting 
staff should be entirely separate, so that the accounts may be 
audited by an officer holding an independent position. The 
various technical problems arising- in this connection have 
been examined, and, although complicated, do not give rise to 
any insuperable difficulty. The questionmf the future of the 
Indian Audit and Accounts Service is among the most im- 
poi'tant. The danger to avoid is that of having a number of 
small distinct cadres, none of which would he sufficiently large 
to offer a career tri attract and keep good men. At first at 
any rate the provinces will probably find it necessary to em- 
ploy men seconded from the central scrvic--;' for Ihe higher 
posts, and file full organization will be for administrative ex- 
perience to decide. 

71. Grants-in-aid. — We agree with the view expressed! 
by the Indian Statutory Commission that the rigid systetn 
now in force, under which it has been held that it is not per- 
missible to incur expenditure from central revenues on pro- 
vincial subjects, should be relaxed, and that it should be 
rendered constitutionally possible under suitable restrictions 
to assist proAuneial objects from central funds and vice versa. 
Any such grants-in-aid should be for some specific -ourpose, 
and the system should not be used for general relief of pro- 
-vincial revenues. 

72. Local cesses on land. — ^We have no comment to make 
on Sir Walter Layton’s recommendation!: regardiiig the desir- 
ability of remo-^-ing the limit upon surcharges or cesses ou 
land revenue or rent. This is a matter which is -within the 
competence of pro\dncial legislatures. 
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THE CHIEF COMMISSIONEES’ PEO VINCES. 

The N orth-W est Frontier Province. 

73. The proposals of the Commission. — The Commission^ 
devote particular attention to the peculiarly difficult problem 
of the North-West Frontier Province. Their first volume 
contains an illuminating chapter on its main features. Ihie 
contrast between the goveiTiment' exercised in the five ad- 
ministered districts and in the tribal tracts beyond is authori- 
tatively described, and the chapter ends with a general dis- 
cussion of the nature of the constitutional problem. The main 
points which the Commission take are, first, that the tribal 
area must remain under the direct charge of the Govern- 
ment of India ; second, that the administration of justice and 
the task of promoting and preserving order in the five districts 
is intimately connected with the control of the tribal tracts ; 
third, that if law and order in the five districts were to be 
dealt with in a provincial legislature, and en^trusted to a minis- 
ter responsible to such legislature, the necessary co-operation 
would be more difficult to secure ; and, fourth, that the 
qxrestion of law and order, which in other parts of India is 
a domestic and internal matter, in the North-West Frontier 
Province is closely related to the subjects of foreign 
policy, and of Imperial defence. On the other hand, 
while they comment sympathetically on the fears of 
the small Hindu community, the ConJmission hold that the 
denial of reforms to the five districts has given these an un- 
doubted grievance. Thej^ comment, ho-wever, on the absence 
of local experience of the elective principle and draw adverse 
conclusions from the results of the recent experiment in 
elections to the Peshawar municipality. 

The recommendations made by the Commission in their 
second volume i*eflect the tenour of the views they express in 
the first. They repeat their previous emphasis on the essen- 
tial need for unified control over the settled districts and over 
the tribal tracts, as the only' means by wdiich the security of 
the frontier can be effective^ maintained. They accordingly 
suggest tha t there should be no change in the present arrange- 
ment, by which the Chief Commissioner combines in liis 
person the dual responsibility of administering the five 
districts and acting as Agent for the Governor General in 
dealing wnth the tribal area. They propose to meet the politi- 
cal aspirations of the province by creating a local legislature 
containing indirectly elected representatives, wdth powers 
of taxation and of voting expenditure ; but executive 
Tresponsibiiity should, as at present, rest with the Chief Com- 
missioner 
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74. The proposals of the Indian Central Committee. — The 

recommendation made in the majority report of the Indian 
: Central Committee was that reforms should be introduced 
dnto the North-West Frontier Province on the lines of the 
Morley-Minto reforms ; and that after a constitution of that 
type had been in operation for ten years, the cpiestion should 
be further examined with a view to seeing what advance 
could then be made. 

75. The need for constitutional advance. — As we shall pre- 
sen tl}’ indicate, we see strong rejisons for giving the N'ortli- 
\^'est Frontier Province a form of government somewhat more 
liberal than proposed either l>y the Coimnission or by the 
Indian Central Committee. But the first point which we 
de.sire to emphasize is that the Commis.sion themselves appre- 
ciate the now urgent need for constitutional advance in that 
province. The need is also recognized by the Indian Central 
Committee. Tdiis is an imiDortant variation from the position 
which obtained in 1919 when the auth'ors of the Joint Peport 
recommended* that, for reasons of strdtegy, the province must 
remain entirely in the hands of the G-overnment of India, a 
recommendation which has since continued to govern its 
constitutional status. And, though the problem of introduc- 
ing reforms has been much agitated for some years past, and 
was examined by tlie Committee over which Sir Denys Bray 
presided in 1922, no change in the administration has yet been 
maiie. The province vms separated from the Punjab in 
1901, and still retains the form of government which it wms 
tlien given. The last thirty years have seen great changes in 
the province, and this is a pjosition which we think can no 
longer be maintained. The need for some advance is admit- 
ted •: the questions now at is.sue are its degree, and the form 
which the new constitution should take. 

The Commission seem to have been greatly influenced 
by their belief that local conditions prevent any resort to 
methods of direct election. For our part we are inclined to 
the view that the eonclusious which the Coimnission drew 
from the first results of a single experiment in municipal 
election.? may have been unduly pessimistic, and, if direct 
elections to the legislature be found practicable, we wmuld 
consider it difficult, on general grounds, to refuse to the 
frontier province somewhat more generous treatment than 
the Commission recommend. The five districts of the JN orth- 
West Frontier Province are not behind the adjoining districta 
of the Pawaipindi and Multan divisions of the Punjab in 
point of intelligence and capacity. In these Punjab districts 
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the method of direct election to district boards and municipal 
committees was stiii unknown when the reforms of 1919 were 
introduced. iS'evertheiess, they have participated with 
success ill the dyarchical constitution of the province. The 
people of the is'orth-Vdest Frontier Province may well claim 
that the absence of direct representation for local purposes 
should no more obstruct the introduction of representative 
government in their province now than it did in the Punjab 
in 1919. In fact the Chief Commissioner has now decided 
to introduce direct representation for the constitution of local 
bodies. 

j’hore are, however, other reasons of great practicsi 
moment for carrying reform beyond the point reached by the 
Coimnission. Their pi’oposals concede a legislative council, 
but deny_ any popular share in the executive. In effect the 
Commission, ecjually with the Indian Central Committee, 
would leave the North-W'est Frontier Province, with some 
variation, very much at the stage which other provinces 
reached with the introduction of the Morle^^-Minto reforms 
in 1909. There wouid :be in tlie executive no element of 
responsibility to the legislature. The . undertaking of His 
Majesty’s Government ■ set out in the announcement of the 
20th August 1917 would still remain unexpressed in 
constitution of the JNhndli-West Frontier Province at a tiin.e 
viien the other provinces are rapidly moving forward 
responsible government. '^VG fully re’cognize the particular^ 
conditions of the Xortli-West Frontier Province so weJ! 
devscribod in the report, and do not overlook the weighty 
considerations which intliienced the Commission in favour of 
a strictly cautious advance. At the same time the realities 
of the situation, and we here have in mind the events of the 
past few months, make it a matter of the first importance 
that the scheme adopted should attract a reasonable measure 
of public support ; and, subject to the necessary safeguard, 
that it should not leave the wa}- open for invidious com- 
parisons between dfie form of government in the NorthAVest 
Frontier Province and that introduced elsewhere. 

76*. The choice between three courses. — These are the 
broader considerations which we have before us. The 
choice of a eonstitution for the North-West Frontier Province 
seems to lie between three systems : either a Morley-Minto 
constitution, or dyarchy, or a unitary scheme on lines 
approximate to the form of government in other piwdnees, 
but with provisions appropriate to the particular circum- 
stances of the province. The first represents roughly the choice 



Central Committee. For the reasons which we have just 
given, we consider that it would not satisfy the political 
aspirations of the province, and Avouid thus suffer from the 
fatal impediment that it Avould enlist no popular co-operation. 
Arguments based on the Commission’s contention that the 
province" “ forms the iuevitctble terrain for military opera- 
tions ” seem to us to be siiseeptibie of implications other than 
those which the Commission draw. A discontented frontier 
province Avonld be a serious threat in the rear of any army 
operating in the defence of India. "iVe Avonid be reiuctaut 
therefore to adopt a form of constitution for the A'orth-West 
Frontier FroA’ince Avhich Avonld fall so far short of iirrrvincial 
expectations. Incidentally the sngg'e.stion of the Indian 
Central Committee to fix a ten years’ limit to the con.stitution 
which they projtose seems to ns move likely to aggraA'atc than 
to assuage the objections to their From the first 

years of the neAv constitution agi'^';' ■‘.H Avould be set on foot 
to replace an admittedly trausit^^' , *1 systena Iry sometliing 
more acceptable. 

';gest( 

The second expedient of a-- dyarchic constitution on 
the lines of the existing constitution in the GoA’ernors’ pro- 
vinces was suggested by two Muslim members of the Indian 
Central Committee, namely Sir Zulfiqar Ali Khan and Dr. 
A. Suhi’EAvardy. So far as Ave are aware their suggestion 
has receiA'ed no support in the proAunce ; and, in the absence 
of such support, AA’e agree Avith the Chief Commissioner that 
there would be A^ery gruAm disadA’antages iii noAV giAung the 
North-West Frontier ProAuneo a form of government Avliioh 
is being discarded elseAAdicre. Tlie general arguments used 
by the Commission in criticism of dyarchy in the (joA^ernors’ 
proAunces Avould apply Avith special force in the North-West 
Frontier ProAunee, Avhere irresponsible opposition to the 
reserved administration would he particularly dangerous. 

^ There remains the third possibility, namely, a Ainitary 
c'iheme approximating to the form of government in other 
provinces, but with adequate power secured to the head of the 
province suitable to the particular local eireumstanees. 
This is the form of constitution recommended by the Chief 
Commissioner and represents the choice betAveen the three 
courses Avhich Ave Avould ourseh^es make. The scheme Avhich 
the Chief Commissioner proposes is set out in an annexure 
to his letter ; but the matter is of such great importance to 
the peace and contentment of the North-West Frontier Pro- 
vince that Ave make no apology for ourselves recapitulating 
the features of the Chief Commissioner’s scheme and review- 
ing the lines on which it might be expected to function. 



77, The Chief Commissioner’s scheme —The scheme pre- 
pared by the Chief Commissioner contemplates a legislature 
to consist as recommended by the Commission, of an elected 
and nominated element in about equal proportions. The 
precise suggestion is that the elective element should be given 
a majority of one. fSo far there is agreement with the Com- 
mission, but ill place of the Commission is scheme of indirect 
election, the intention is to substitute direct election if there 
is found to be any strong local feeling in favour of a body of 
elected members wholly chosen by direct election ’i The 
Chief Ciimrnissioner does not exclude the possibility of com- 
bining direct Avith indirect methods of eiection, but, as he 
states, the problem Avonld require to be worked out by a 
special finiichise committee possibly local in its composition. 
The size of the council Av^ukl be determined by the considera- 
tion ot Avhat Avoiild f ^arcoiwenient coji^titiiencies, but it is 
anticipated that it \\ith t comprise a total membership 
eiectecf and nominal Wes. of some 30 or 40 members. 
The Hindu and Sikh ^ the rities would he" given Aveightage 
Avhich might be dometiq that M"' which they Avould be 
entitled on a population basis,.. -and Avould be given a choice 
betAA-een Amrious methods of representation including separate 
electorates, reserAmtion of seats, or eAmn nomination. The 
official element Avonld be limited to six or eight nominated 
seats. 

The Commission rightly emphasize the need for A^esting 
responsibility bothHor the five districts, and for the tribal 
tracts in the sanm executWe authority. The Chief Commis- 
sioner’s scheme recognizes this essential requirement. The 
head of the administration nf the North-West Frontier 
ProAunce, to be knoAvn under these proposals as the 
Lieutenant-Governor, Avonid remain the Agent to the 
GoAmnior General in Council for the tribal area. But for 
the administration of the fiA'e districts it is suggested thaLr 
he should bo assisted by Iavo^ ministers, of Avhom one 
be an official. jf 

Tliis^ departure from the recommendations of the Con?^ 
mission iiiA'cHes other important consequences. Instead of 
remaining a centrally administered area under the direct 
control of the GoA^ernor General in Council, it is proposed 
to deA^qlye authority on the provincial administration Avith 
a classification of subjects into central and provincial, f oIIoav- 
ing* broadly the lines of the classification in other provinces. 
But there would be exceptions in the case of certain sa])jects 
peculiar to the North-West Frontier administration, which 
Avould be classified as central subjects and dealt Avith on the 
existing basis. The Chief Commissioner has enumerated some 
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frontier remissions and ailowauees, and strategic roads as 
illustrations of matters ciiiefiy relating to tiio tribal areas 
and to the defence of India, and properly classed as central 
subjects for that reason. He also mentions the extra police 
and other forces necessitated by the geographical position of 
the province. We think it probabie that on furrlier examina- 
tion these should be classed as provincial. These, however, 
are matters of detail which need not here detain iis. The 
broad |roint is that in making the dividing line be.tween central 
and provincial subjects, regard would be had to the need 
for classifying as central certain subjects of all-India 
importance peculiar to the present administration of the 
NortJi-West Frontier Province, wliieh could not ])vuperly be 
entrusted to the provincial legislature. 

Sinmltaneously with the devolution of authority to the 
local admiiiislration, it would be necessary to give the pro- 
vince a fii'aneial settlement. The Chief Commissioner has 
explained that it wall ])e necessary hrst to roricli a figure 
of what may bo called its normal domestic expenditure, 
fjteps have already been taken to enquire farther into 
the classification which he has suggested of various classes of 
provincial expenditure, but these again are matters of detail 
with which we need not encumber this despatch. The out- 
standing result is that even after heads of expeiuiiture whicii 
should be classified as centra! have been separated, the 
revenues locally raised are expected to fall far short of the 
expenditure needed for the administration of tlio subjects, 
whicli will ])e classified a.s itroviticial. To meet this deficit a 
subvention from central revenues would be required which, in 
agreemOi'it with the Commission, we consider would be justi- 
fied. The Chief Commissioner suggests, and we are ilisposed 
to accept his suggestion, that the subvention fixed on this 
basis should not be variable from year to year, but should be 
subject to quinquennial review by the Assembly.'. 

These are the broad outlines of the alternaii\-e scheme, 
whicii wfith due regard to local conditions the Chief Commis- 
sioner has put forward. In concluding his description of his 
proposals, wdiich he describes as tentative only, he Ksnmmarizes 
the'main respects in which they depart from the recommenda- 
tions of the Commission, namely, in the devolution of autho- 
rity to the local Government ; the provision for a financial 
settlement ; the introduction of direct election to the 
legislature ; and the presence in the executive of two minis- 
ters, one official and one non-official. The scheme is put 
forw'ard in the belief that while securing to the T/ieutenant- 
Governor adequate controlling anthoiity, it will give the 
province a flexible constitution capable, with the growth of 
political experience, of development and expansion, without 
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tlie necessity of snbseqixent violent changes or radical 
statutory amendment. 

78. Consideration by the Round Table Conference. — 

We have no doubt that full opportunity Vvill be taken at the 
Eounci Talkie Conference, in consultation with the British 
India delegates, to weigh and to assess the rival merits 
of the throe schemes which we have set out, or of any others 
which may be put lorward for consideration. Much weight 
will attach to the proposal to wdiich the Commission have 
lent their authority. We recognize the care and the ability 
with which they have considered this most difficult problem. 
We do not differ from them in their assessment of the factors 
which must be borne in mind, and of v/hich we appreciate 
the bearing. But recent events have thrown fresh light on 
what has become a pressing political problem. We do 
not disguise the risks iiivolved. They are set out frankly 
by the Chief Commissioner. But the risk of continued poli- 
tical dissatisfaction in the North-Yfest Frontier Province 
is to our minds the greater menace. We look for a constitu- 
tion which shall be so. framed as, on the oiie hand, to safe- 
guard the i,)eace and security of the frontier, and, on the 
other hand, to recognize the local aspirations with which we 
fully sympathize for a form of government, containing a 
popular element, for the administration of purely provincial 
subjects. Witli this objective before us, while we appreciate 
the arguments on which the Commission base their proposals, 
we favour the more liberal scheme which the Chief Commis- 
sioner has ].)repared./-and which he recommends. 

BaluchistaH. 

1 9. j'lie Ciiief (.'ommissioner in Baluchistan accepts the 
view expressed by the Commission that no present change is 
required in the aclministration of Baluchistan, where no desire 
for western institutions has^ yet expressed itself. Vv^e also 
are of the same opinion. We agree with the Chief Commis- 
sioner in the importance which he attaches to the Commis- 
sion’s proposal for the representation of the province in the 
central legislature. We have borne this in mind in the 
suggestions which we have made below for the futurii com- 
position of the Indian legislature. 

Other Areas. 

80. The Delhi Province. — In our memorandum to the 
Commission on the subject of the Delhi province, we observed 
that it comprises the seat of the Imperial Government and 
those areas alone which could not conveniently be severed from 
it. Though the memorandum was descriptive only, we drew 
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upon the precedents of other countries to emphasize our 
direct interest in the general and political condition of our 
own enclave. The Conimis>sion'S view that the form of 
government in Delhi cannot be nsefuUy altered is entireh 
ill accord with our own opinion. In unr own suggestions for 
the constitution of the Assembly we meet the point taken 
by the Chief Commissioner that there sliouid be two seats, 
one for a Hindu and one for a Muslim representative of tlie 
Delhi province. 

81, Ajmer-Merwara. — Similarly, in agreement with the 

Commission and with the Chief Commissioner, we consider 
that at present no constitutionai reform can suitably be 
introduced in Ajmer-AIerwara. We agree with the Chief 
Commissioner that the representative of the province in 
the Assembly should as now be elected, and should imt, as 
suggested by the Commission, be nominated. It may not, 
hovcover, be possible to meet the viev/ of the Chief Commis- 
siomn’ that Ajmer-Merwara be given a separate seat uot 
shared with any mother province hi tlie Council of State. But, 
as in the case of Coorg, we agree that the views expressed 
by the Chief Commissioner in this matter should not be over- 
looked when the precise composition of the Council of State 
is being considered. \ 

82, Ooorg. — The Commission liavsv expressed the opinion 
that there is no ground for changing existing constitutional 
arrangements in Coorg. The Coorgs themselves appear 
from the Chief Commissioner’s letter io be divided in their 
views on the future status of the province. Some sections 
are reported to favour amalgamation with a larger unit ; 
others desire to retain tlie seiiarate existence of the Coorg 
province. We agree with the Chief Commissioner tliat, 
until local opinion has crystallized, it would be premature 
and unvriso to take .final decisions. We accordingly accept 
ine recommendation of tlie Coriimission against any present 
change. 

: We accept the Commission’s proposal to give Coorg 

one elected sSeat in the Federal Assembly. We fully appreciate 
the distinctive historical traditions of Coorg as recalled by 
the Chief Commissioneiv but we see some difficulty in accept- 
ing his suggestion that this small proffince should also have 
one seat of its own in the Council of State instead of sharing 
a seat with Baluchistan and Ajmer-Merwara, as recommended 
by the Commission. The views expressed by the Chief Com- 
missioner ^on this point may however be further considered 
when the arrangements for the composition of the future 
Council of State are being made. 
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83. Machinery for constitutional changes. — Though we 
accept the Commission’s view that the time has not come for 
eonstitntionai change in any of these four central areas, we 
recognize that their existing systems of administration may in 
course of time come to require modification. We should hope 
therefore that there would be. machinery in the constitution to 
enable administrative and constitutional changes to be made 
at any time in the form of their government. 

BURMA. 

84. Separation recommended by the Commis.sion. — 1st 
tholr re])ort the Commission discuss* at some length the future 
of Burma. They describe the nature of its prcseiir asso- 
ciation with India, and express two main ground.s for their 
belief that the two countries should now he separated. These 
two grounds, which they state as cardinal considerations, are, 
first, the strength of Burinan sentiment in favour of separa- 
tion ; and, second, t'he constitutional difficulty of giving to 
Burma a satisfactory place in any centralized, system de- 
signed to advance the realization of responsible government 
in British India. Their examination of these two matters 
leads the Commissioni “ to the definite conclusioji that noth- 
ing but the most overwhelming considerations could justify 
the continued I’etentipn of Burma within the Government of 
India ”. Having reached this viev/, they next proceed to 
consider the main objections which have been rai.sed, military, 
financial and economic. 

The Commission do not contest the argument in the 
llont agu-Chelmsf ord report that Burma must remain i “ part 
of the Indian polity ” for military reasons. The)" do not 
enter into questions of high strategy; but, after emphasizing 
the limit of Burma’s interest in the defence of Hie North- 
East Frontiei' of India, they take their main point that§ they 
see no i-oason why it should not be possible to combine iJoli- 
tical separation with satisfactory arrangements in the mili- 
tary sphere Though they contemplate that the troops in 
a separated Burma would he under t'he control of the Gov- 
ernor in all ordinary internal matters, thej" seem to have had 
in view close military co-ordination under some kind of 
unified control between India and Burma for ibe general 
purposes of defence. 

The Commission accept Sir Walter Layton’s general con- 
clusion!! that “ separation could fairly be etfected in such a 
way as to do no financial injury to either country, and to leava 
Burma with adequate resources ”. 

♦■Vol. 11, Pari "VI. f Joint Report, Para. 198. 
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TIjGv restrict their consideration of the economic conse- 
quences to the eifect of separation on Burma's economic posi- 
tion and its economic relations with India, and suggest that 
mutual adjustments should be made by way of a trade conven- 
tion between the two eountries to the advantage of both. 


j he general view which the 
conclusions is that there are no 


(Vjiiimission reach from tiiese 
miliraiy, niiancial or economie 


objections of .such weight as to amounh" to overwhehaing 
considerations '' snfliciont to justify the retention of Burma 
under the Govei-iunent of India. They accordingly make a 
de&iito recommendation that Burma siioidd be at oiic^e sepa- 
rated from Lidia, and they surgost tliat a declaration m t*iat 
effect slioidd he made as early as possible, 

85. The military problem. — In the short time at our dis- 
po.sal vee have endeavoured to supplement the Commission's 
investigations into the probable military, financial and eco- 
nomic consequences of separation by further departmental en- 
quirit^s on our owy part. We take first 'the military problem. 


We do not here concern ourselves mth questions of the 
garrison required in a separated Burma; nor with the sources 
from which it should be obtained ; nor igain with such mat- 
ters as tlie nature and extent of such financial contribution, 
if any, as Burma might: for one reason or another be re- 
quired to make towards the defence of India. The broad 
issue which we place before ourselves is Avhether or not strate- 
gical considerations make it essential to maintain a single 
military organization under unified control for the de- 
fence 1;)oth of India and of Burjua. On this broad issue the 
technical advice which lias l}een tendered to us by our col- 
league His ExceIIenc^^ the Ccimmnnder-in-Chief is that unified 
con^trol is not essential. We arc informed that there is no 
military reason v.diy each country should not possess its 
own separate defence organization. This advice immensely 
simplifies the problem with wliich the Commis.sion were faced. 
It does not mean that difficult raid complicated issues may not 
arise in determining the appropriate arrangements for the 
defence of Burma. Nor does it exclude the possilfility 
of some measure of mutual co-ordination in the arrangements 
made for the defence of the two countries. But the cichfice 
vdiich we are given, and wliich wm are disposed to accept, 
goes far to remove the military problem as in itself an 
obstacle to the separation of Burma. Moreover, it is wholly 
in accord with the ronresentation made by the GoTernment of 
Burma themselves thatf separation should be complete, and 
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should extend to the luilitaiy as ^vell as to the political 
sphere 

86. Financial considerations. — Our examination of the 
financial consequences likely to arise from separation is neces- 
saril}' incomplete, but we enclose in the form of an appendix* 
a memorandum prepared in our Finance Department discuss- 
ing various aspects of this matter. The calculations made 
by Sir Walter Layton in his note on the financial aspect 
of sepai'ation are examined and discussed, and the conclusion 
reached by the Department is that it would not he safe to 
accept at XJi'osent the Commission's finding that separatioii 
could fairly he effected in such a way as to do no financial 
injury to India. At the same time, according to the depart- 
mental viev\’, sepai’ation could lie brought about in such a way 
that the revenue loss to India would not be of sufficient mag- 
nitude to make it a factor of overriding importance in con- 
sidering the pros and cons of separation. The reactions of 
separati()ii in the financial sphere ■'.vill not be confined to its 
direct effects on revenue and expenditure. In considering 
these reactions we wi.sh to emxihasize the great desirability, 
if separation is to be 'carried out, of adjusting the relations 
between the two countries in a spirit of reason and mutual 
accommodation, so as to avoid as far as possible the ill-effects 
wliieh might arise from so great a change in long-established 
practice. This remark applies equally to the economic conse- 
quences referred to in the next paragraph. 

87. Economic consequences. — ^T\^e turn now to the possible 
economic consequences of separation. Here we pas.s into a 
region where precise statements of the probable future posi- 
tion in the event of separation cannot be made. At present 
the two countries come mider a single economic system. The 
Commission have examined the question primarily from the 
aspect of the reactions of separation on the economies of 
Burma. They comment on the divergence of interests 
between India and Burma and mentiont that “ Burma in- 
creasingly feels that its own practical interests somotimes con- 
flict ivith the policy which commends itself to the majority 
in the central legislature ”. We are aware that some sec- 
tions of influential opinion in Burma take the view tliat econo- 
mically their co'antry suffers by its union ivitli Tiidia, and that 
this constitutes a factor in the local demand for separation.,- 
Biit oven if it w’ere to be established that under existing 
an'angements Burma suffers some economic disadvantages 
not directly offset by compensatory economic benefits, this 
would not necessarily lead to a decision in favour of imme- 
diate separation. It would still be necessary to assess the 
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economie effect on India of a separated Burma. The niusl 
that we are able at present to say on this subject is that the 
economie effects may be considerable, but that, as suggested 
by the Commission, it should be pos.sible to secure the legiti 
mate interests of India by some such means as a trade con- 
vention on terms mutually advantageous to both eouuti'ies. 

88. Administrative aspects. — Into the more general as- 
pects of separation we have made similar departmental in 
vestigation. No administrative objections have been brcuight 
to our Jiotice of such moment as to affect a deci- 
sion on the broad question of policy whether Burma should 
remain a part of British India, or whether it should be separ- 
ated. If the political association of the two countries were 
to be terminated, it might still be found desirable by mutual 
agreement to retain common services for certain purposes. 
For instance, local difficulties in organizing scientific depart- 
ments corresponding to the Geological Survey of India, the 
Suivey of India or the Meteorological Department could be 
met by agreed arrangements on a basis of 'payments made for 
serMces rendered. Any necessary co-op'eratioii, for instance, 
in agricultural, medical or foi'est research, could no doubt be 
settled bj^ negotiation. 

89. Sej^ration accepted in principle!. — The brief review 
■which _we h^e made of the military, finaheial, economic and 
administrative factors leads us generalh- to the same con- 
clusion as that reached by the Commission, namely that, 
however important may be the practical considerations which 
are raised by the proposal for separation, and wo do not dis- 
guise from ourselves the fact that the consequences may be 
far-reaching, they do not in themselves constitute any iiLsui-- 
mountable barrier. The separation of Burma can therefore 
be examined in tlie light of the broader considerationcs of 
policy adduced by the Commission. In their first volume the 
Commission* set themselves “ to. bring home to the British 
Parliament and the British people in what the difference 
between Burma and the rest of India essentially consists*’. 
T'he p<;opk of Burma are entirely different from the people 
of India. They come from a different stock and ha^e a 
difleu'ent history. The former rulers of India never 
ruled over Burma. The country in which the Burmese 
live is geographically distinct from India and is cot 
off from it by sea, mountain and jungle. These .state- 
ments by the Commission of tlie differences between the 
t-wo countries supply the fundanientai argument in favour of 
separation, an argument which develops greater strength 
with each step forward that India takes on the road to self- 
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government. The Commission describe the difficulties of 
Burmese representation in the central legislature, and the 
disabilities from which the few Burmau representatives imist 
iiocessarily sutfer iii a bedy preponderatingiy Indian in its 
composition and its outlook, ive accept their description iind 
we recognize the diaicullies. But the real argument for 
separation is that in the words of the Joint Report* “ Burma 
is not iru’ia 'b For tlmv reason the growing volume of 
Bnrme.se soiitimcnt in la^•Glu■ of separation is now diflicult 
to resist. Since the publication of the Commission’s report 
the Burma iegi.slative ccimcii lias again expressed itself 
uuequivoctiiiy in favour of separation, and in their letter tlie 
Goverrmiont ijf Burma aceeptf as “ unquestionabiy correct ” 
tiio estimate of Eurniese oitinion made by the Commission.! 
We acccrdi’igly endorsi the view expressed by the 
Conimissien ihat,^ so far as there is public opinion in 
Burma, it is strongly in favour of separation. Assuming, 
therefore, that an equitable financial settlement will be made 
between the tv’O countries, and that their respective econoroic 
interests will be safegtrarded by arrangements which we hope 
may be mutually advantageous, we support in principjle the 
proposal tlrnt Burma -should now be separated. At the same 
time we feel strongly that it is a matter regarding which 
Indian opinion should have ample opportunity to declare 
itself, and we would-uat ask His Majesty’s Government to 
come to any definite decision until there has first been full 
disoussiou of the whole question at the Round Table Con- 
ference. We accevit the view of the Commission that there 
is nothing to be gabmd by postponing separation to any later 
stnfjro in {lie constitutional growth of British India. If 
separation be accepted in principle, the present .re- 
vision of the wliole con.stitution of government in British 
India siippli.':'s be ;’r;propriatG occasion for making ' the 
change. 

90. An early declaration of policy. — The Commission 
suggG.st that an announcement should be promptly and pub- 
licly made that the policy of separation of Bunna from British 
India has been approved, and that consideration ivill at once 
be given to tbe question of the new constitution of Burma, 
and to the adjustment of the many complicated and important 
matter.s which must arise during the period of transition**-*^^ 

--Vs we have just indicated, lye do not contemplate that any 
public declaratioD should be made before the question of the 
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gI -Blliriii.1 iiclS DOOii COiiSidt l^V tilO I'UJlUi.t'l 
Table Conference. There may even be dime iii ties in mabiiig 
orn annonjTcemcnt before Parliament ray approval lias lieefi 
obtained. Tliis^ however, would be a matter fjetwofini His 
Majesty T Government and Parlianrnit, Tli- point with 
wliieli vre are concerned is to invite attention to tlie ernpliasis 
Vv'bieh the Governnient of Burma upon the need for ex- 
pedition, in Dvder that a neve constitutiem for .Burma may 
come into lieing at the same time as the nevr constituiioii 
for British India. In view of the large issues involved, we 
have some doubt whether tliis will in fact be possible ; but, 
assuming that the general case for separation is established, 
we agree both with the Commission and -with the local Go'v- 
enmient that an early declaration of policy is desirable to 
enable enquiries to be set on foot without avoidable delay, in 
order to effect the separation as nearly as may be simiilla- 
neonsly with the introduction of the new cimstitution in 
India. 

91. The machinery for enquiry. — Yve have mentioned that 
large issues are involved, and we shall endeavour to gice 
a connectc:‘d viev/ of the general nature of the enquiries 
'vPich seem to ns likely to be necessary before separation can 
bo carried into effect. In such an event, there would be three 
classes of matters to he considered. In the first place a new 
constitution for the separated Buimia would be required. 
Secondly it would be necessary to separate the hnances of tiie 
two countries and to determine in other respects their mutual 
rights and obligations. And, lastly, there are all those 
arrangements which may require to he made by agreement 
between two separated countries, arrangements, for instance, 
relating to commercial and trading conditions. The most 
that Vv^'e can attempt at this stage is to sketch in outline the 
machinery vrhieh may be necessary for the investigation of 
these several matters. 

92. A constitntionai commission.-r-Tlie Commission na- 
turally do not themselves undertake to elaborate a constitu- 
tion for Burma because, as they say, suggestions from 
authoritative quarters are not as yet forthcoming, and until 
the main question is settled, the consequent reacljustiuents 
are hypothetical. But they indicate-' that tl^ey do 3iot con- 
template that the framing* of a new constitution for Burma 
would be undertaken vdthout full consultation on the subject 
with those having special knowledge of the working of the 
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present goveruiaeiit, or until after further enquiry into hjCcii 
conditions and opinions » 

We should not anticipate that there could be any difference 
of opinion on the necessity for appointing some authoritative 
ad hoc body, whetlier commission or committee, to repjort upon 
a new constitution for Burma. Conflicting views may 
be held regarding the exact nature of this body. The 
Government of Burma set out two alternatives, either en- 
quiry by a Parliamejitary coimnission appointed by Eoyal 
Warrant or enquiry by a committee in which Burmaiis 
would be included. For reasons given in their letter the 
local Government prefer the former method, but would make 
promsion to as.sqeiate a select committee of the Burma 
legislative council wdth the work of enquiry both in Burma 
and in England. We do not ourselves feel called upon at 
this .stage to exjjvess an opinion on these alternatives. But 
there is a eomsiderablp Indian population resident in Burma; 
and Lidian capital and labour play an important part in 
Burmese business. The Government of India could not there- 
fore disclaim all concern in the framing of a new constitution 
for Biirma, and we would expect that in the process of enquiry 
Indian opinion wcu^Jift-^drerr adequate opportunity to be 
heard on all matters touching Indian interests in Burma. 
These, howevei*. are matters into which we need not now enter. 
Our immediate intehtion is to affinn the need which, in 
the event of separation being- accepted, will at once arise 
for full and .specific enqniry into the framing of a new con- 
stitution for Burn.n. a problem which has not yet been 
examined. 

IWiile we limit onnselves to stating this broad proposition, 
there is^ono matter of particular importance relating to tlie 
terms of reference to be given to those entrusted with this 
responsible task, on which the local Government comment, 
and to which w(; invite attention. When the aiuiouncement 
of August 1917 Avas made, Burma was, as it now is, a part 
of British India. The progressive realization of responsible 
government Avas promised to Burma equally AAuth the rest of 
India. It is im])ortant that the pledge then given sfiould be 
re-affirmed to a separated Burma, In some quarters doubts 
have been ca.st on the motives alleged to uiiderlie official 
support to the policy of separation. If for no other reason, 
a clear statement of the continuing policv of His Majesty’s 
Goverirment should, in the event of sepkatlon, be publicly 
made in order to .set such donbts at rest. We agree Avith the 
local Government that the point, which Avas not overlooked 
by the Ooimnission,^ can probably be st be taken in the terms 
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of reference given, to the commission or committee appointed 
for the purimse of the eonstitntioual eiiqniry. Yv'o do not pro- 
pose to discitss the lines on which this enquiry slionid proceed, 
but the organization of the defence of Burma will be a matter 
in which, as near neighbours, we may be expecte-.l to ])ussess 
a continuing interest. For that reason, asyilso Ijceause of the 
present association of the two countries, Ave as.sume that the 
body charged AA'ith the constitutional enquiry will (obtain the 
vieAvs of the military authorities iu India on this question. 

Lastly, before Ave pass on, Ave take this opportunity to 
state our agreement vitli the opinion’" expressed by The Com- 
mission that, if separation takes place, the Governor General 
of India should cease to have any official responsibility tOAA'ards 
Burma, and Burma should liaA’e a Governor of its oAvn not 
subordinate to the GoA’ernor General. 

93. The financial settlement. — The general financial 
aspects of the separation of Burma Avere examined by Sir 
'Waller Layton hi an appendixt to the report. We have alrcadj- 
mentioned his general conclusion, AA-hi-ch the Commis.sioii 
acce})t, that sepaiutinn could fairly lie effected in sueli a w’ay 
as t'.' do no financial injury to either o-ountry, and to leaA’e 
Euinia with aci-equato resources, and Ave have iiiA-ited atten- 
tion to the rather more cautious anticipation of the rjrobable 
po.siiion made by onr oaaui Finance Department, The Gov- 
ernment of Burma state that Avhiie they' do not ac.'cot the 
assumptions made by Sir Walter Layton, they accept his 
gei'ioral conclusion that there is no strong iinancia! objection 
to separation. 

It is clear that the sepiaration of the finances of the 
country aaTII raise extremely difficult issues, requiring close 
expert analysis, in the decision of which it Avill be essential 
to hold an even balance betAA^een Avhat may be conflicting 
claims. We agree with the local Government that the best 
method of approaching this difficult problem is to endeav’our, 
by mutual co-operation betAveen the GoA'emment of India and 
the Government of Burma, to draAv up an agreed statement 
of the case for reference to an impartial tribunal. The sub- 
jects requiring settlement Avill be of a technical nature, and 
Avill include, besides the normal questions of the adjustment 
of revenue and expenditure, such matters as the allocation 
of debt charges and the adjustment of currency arrangements, 
hfo constitutional commission could deal satisfaetorilv with 
these questions, for its functions wrould be entirely different, 
as also its probable methods of enqniry. In- arriving at a 

'‘Volume IT, para. 226. fYolurne II, pages ,280-285. - 
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&iaiicial SGttieiiieiit tlie main point to b© considered is the need 
tor sahsiyiiig public opinion in both countries that each is 
bmng lairly treated. Indian public opinion -i.vould vvatch this 
aspect ot the arrangc-inents very jealousiv, more particularly 
Uie auwation of debt burdens, v.'e lielieve that a committee 
vrouki be the sort of tribunal most likely 
T'> _.^aii.<ty iuduiu 'or'innp.;. h'iieir decisions could be given on 
et If eiice pmceit beiore tliem, assisted by expert witnesses, 
or pus^..iijiy cOftses^ors, from India and from Burma. 

14. Trade ag-reements.— There remain the matters to be 
settifd b}' agreement. _ Those which we have principalh' in 
Jtrex-oiinected with trade and eornmeree between tlie'two 
eoumner^.^ Iftmight be argued that the consideration of these 

pi’ol'iem could be left over until separation is 
-ccttd, a nnancia. .setaement reached, and a new coustitu- 
rmn tor Burma inaugurated. The contrary view might be 
critics that Indian opinion would only agree 
‘hioii subjecv to Satisfactory arrangements being 

tip n tin ^ ourselves consider that 

kumr'!-'“'r! recognize that the 

Ind-erand Burma were agro-ed to work to- 
t in' ; mu tvon advantage in regard to these questions 

^oi.m biciiivate ihe discussion of the overriding ‘issue of 

f ''"I tlw local aWernment 

Sma 4-ea ment ot these questions, -as in the collection 
01 mattiial on wlncli to reach a imaneial set; lenient, the ground 

Im! T endeavours made ro establish withoS 

'77 4atement of facts to serve if possible 

mmv- '‘77,.!;'’' iin’onements, which the two (lovern- 

meuo. as tne> stand to-day. should agree to accept. 

we ficceptmg separation in prineipie, 

Paragi-aplrs attempted to indicate in verV 
g.n.ial teim.v some ot the more important issues involved 
nnl- .*7' for their treatment. Should the 

be adopted, these matters will require a 
m detail than it would be pro- 
xc cji 11 ^ po give them at the present stas*e, "wliile the 
acceptance of the policy itself is still hypothetical. 

THE CENTEAL EXECHTIVE. 

conditions of the problem.—We come now to the 
central CTOvernment and the main problem ivhich it presents 
mimdy, tbe nature _ of the central executive -iS its 
relations i,vith tne legislature. lu eonsiderino- the fnrTi S 
government at the centre it is neeessan'To^emeSie^-^b^ 

•we are engaged in a process of transition from a system 
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of bureaucratic administration tovrards full respoiisilde gOY- 
ernment. The process may be said to lun^e eoninieneed as 
soon as a legislature containing an cieeted lian-f. iheiai oloment 
was sot up. It has boon deveiopoa by sueoesshe 
increases in the elected element in the legisiaiurc ae:d in tiie 


powers that the eleoied element enjoys, an 
inclnsion of non-omcial Indians in the eooitra 
already explained that in our view t' 
vet come for the filial completion of this p 


i aiSv) fjy lije 

cxeeuti'.e. ''.Vo 
iC time has iivt 
'vices s, and that 


the present period of transition requires the eontinuaiice of an 
effective partnersixip bettvcen Britaiti and India. -V 
partnership involves on lioth sides some mea.sure of accom- 
modation and compromise, and there is ahvays a danger that 
it may lead to division of opinion. Neverthele.ss it is clear 
that on no other principle can we expect to devise at this stags 
a form of government at the centre Avhich will provide for 
the essential interests and re.sponsibilities of Britain, and 
at the same time give scope to the reasonable demands aJid 


aspirations of India. 


97. The existing* form of government. — It may be con- 
venient at the outset to recall the framework of the existing 
structure of government at the centre. .The Governor General 
in Council is responsible in all matters to the Secretaiy of 
State. The members of the executive Council are appointed 
by the Croum and three of them must be persons who 
have been for at least ten years in the service of the Crown 
in India. The legislature consists of two chambers, of which 
the first eoiitaiiis a sulistantial majority of elected members, 
though tile nominated element con.siscing of 26 official mem- 
bers Vnd .14 nou-offieials, is of sufficient size to play a very 
important part. The non-official Indian members of the 
Governor General’s Council have not been drawn from 
the existing legislature and do not depend for their 
po.sition on its support. The Government endeavour to 
accommodate their policy so far as circumstances permit to 
the views of the majority of the legislature. But this doe's 
not obscure the fact that ultimately they are responsible to the 
Seeretaiy of State, and that in the last r':>.sort there are 
special powers by which they can secure what they deem 
essential in the matter of legislation or supply in spite of 
the opposition of the legisLature. 

98. The working of the existing system. — Unity in the 
executive. — In our ^i.ew the main conditions of a strong Gov- 
ernment on the lines vliieh have alreadv been draA^ui 
irrevocably for India are, first, internal nnity in the execu- 
tive, second, harmony between the executive and the legisla- 
ture and, third, a sufficient backing from public opinion. 
We propose to consider in the first place to Avhat extent these 
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cuudi’Jous are at present realized. The existing system pro- 
'rldes aJi/qiiutely for the lirst condition, namely, internal unity 
in tile exc'Cnu\-e. All the memoers of the Governor General’s 
(.'(.'inioii are appointed by the Crovu. An Indian member oi 
< 'ouiicil may i;ave made ins name in political life, but oti 
appointment to ihe I'ouncil he vrunld be regarded as a tem- 
pi'i-ary offa-iai. more amenable perhaps to popular influencoK 
ti.an an oniiiiary omcial, imt standing apart from the legisla- 
ture, and for the time being lost to popular polities. The 
execT.tive tlius retiiins its unity. 


b!i. Relations between executive and legislature. — The 
second conciiuoii however, namehp harmony between executive 
and legislature is on this very account most difficult to realize. 
There is no effective link between them, and it is important 
to sec- whetlier their mutual relations are such as to avoid 
embarra,?sing the Government as a whole. The Commission 
would almost .seem to suggest an affirmative answer. It is 


true, as they poi;it o.yt, that a large number of Government 
me.asv.res hivvi- lo'en passed by the Legislative Assembly, 
and that. tin,>ugh many of these are of subsidiary interest, 
.^i me liave ]:>eor; of groat importance. It is necessary, 
howc-vo]-, to lr,ok !jea;.w the surface. If the working of the 
system is analysed, it will lie found that an appreciable 
amom.t of imn-ri.ntroversia; business is got through by agree- 
ment : lluit in mart.-rs imp-,,rtant in themselves, but which do 
i;ut seem to tj;e executive to be in conflict with it.s vital 
respon.sibilities. Gie executive is prepared to let its decisions': 
be largely gniiii'd tiv the views of the legislature, and that in 
matters y-'inc.'i ’iiise issues aftectuig' tlie essential responsi- 
bilitits (if t;:e esecutive, the latter is sometimes able vdth the 
foundation of a nominated official and non-official element 


totalling -to out of 145 members to secure sufficient support' 
from other groipis to get its own way by a bare majority and 
alter acute controversy. But there are occasions when th^ 


e.xeeutive fails to carry in -the legislature measures which it^ 
regards as of the first importance, and there are other occa-'" 
sions when it feels that certain legislation, even if not of an “ 


essential character, ought to be undertaken, but knowing that 
there is no chance of carrying it, refrains from introducing 
it. Tims, _ although at first .sight it might appear that the 
executive is usually able io carry its measures, the real situa- 
tion is that in any controversial issue the Government can 
seldom he certain of .securing the support of the majority of 
the Assembly. It is true that their executive powers are un- 
impaired, though they are subjected to inevitable and cease- 
less criticism. But the difficuity of ensuring a majority in 
the Asisembly may frequently be a source of embarrassment 
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in projects of legislation or in obtaining supply. In those 
circumstances it is unlikely that what we have descrilsed as 
the tJjird condition of a strong Grovernmem should b'" realized, 
namely, a sufficient backing from public opinion, jiideed, as 
we indicate below, controversies in the Assembly deiiuitely 
tend to injure the credit of the Goveriun«nt in the country. 


100. Causes of lack of harmony. — It is no part of our ease 
to impute the blame for these conditions either to the 
executive or to the legislature. It is merely a practical 


illustration of a familiar feature of representative govern- 
ment of this type, where an irremovable executive is con- 
fronted with a popular Assembly in which it can command 
onlv a minoritv iii votes. Personal iiuiuence and a spirit of 


goodwill may do something to mitigate 
make for disagreement lietween tlie exec 
ture. But the tendencies themselves a 


the tendencies which 
ulive and the iegisla- 
re inherent in the 


system. On tli 
substantial majo 
pow’ers but with 
and does iit ma 
of the executive. 


> one hand thoreGis a legislature with a 
-ity of elected mernfers entrusted with wide 
no real responsilnlity. The legislature can 
ly raatters buiuence profoundly the policy 
' Brt it can hardlv feel that the policy is 


reallv its own. It cannot secure that those who determine 


policy should be iji general synipa.tliy t'-ntii its views, nor can 
it be'caiicd upon to a.ssume respon.sibility for the action wliicii 


it recomm ads. In these circumstances it is natural that con- 
siderable .elements in the legislature should develop primarily 
an attitude of destructive criticism and find themselves in 
constant conflict with the executive, partly on the merits^ of 
particular proposals, and partly as a protest against a position 
which they resent, and from whieh_they can onlv hope to 
scape by undermining and weakening the authority of the 
'xeeutive. The executive on the other hand, while it retains 
s normal powers of executive action, and is even able in 
emergencies to override the decisions of the legislature in 
patters of legislation and supply, nevertheless suffers xrom 
the loss of public credit and confidence which result from 
conflict vvuth the legislature. Public opinion counts every year 
for more and is expressed in an increasing degree in tiie 
legislature, where it finds a conspicuous platform for the 
purpose of extending its oum influence arid denouncing the 
policy and action of Government. Conversely the criticism 
of the executive by the elected members iu the Assembly, 
characterized as it not unnaturally is by the normal exaggera- 
tions o*f political controversy, receives wide publicity 
and support in the press throughout India, and so magnified 
has tended to generate feeling and friction. The Sta,tutory 
Commissiori refer rightly to the danger of the authority of 
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Groyeinmeiit heuig undermined by continuous and uniustifiabie 
aiiacKs. x'ubiicrty is suggested as a corrective, but satisfac- 

<du v-erumont placed in the position we 
iJitncan^u iiuuve is liitaeuit to secure. The only effective 
iun.td,y mills; a greater degree oi' popular support. 

^ . Cdunne of proposals gx the Ooiaruission. — Having 

riff-tuiv uf the esi.sting constitution at thf 

we have to consider 
a;„a.i.is. •'■^g'O.ind til!.- }i’'np!j,-5aiis of the Commission foi 

tne luture. yfye b'ommission .suggest no change as regards 
"" . Cove nun- General in Council to the 

►-.ee^i.-.a.._g -Ji .'siaug and they iuive been unable to propose 
axj.'yuonijte restriction of the Held in vrhleh the Seeretarv 
‘■’i powers. In all matters, with the 

e^ceptioii et tiiose CMveereo oy the fiscal convention, the nrin- 
'''pJgcii. liotKo er, tiioy <,!o not approve and 'would not 
&Xi.e;;i., me Commiteion eontemjjlate that the Governor 
Geneial in Council 'wij remain subject to the orders of the 
^..ecretai'y ct State, fi^he Co mmi ssion further insist* iii 
very empjiatie languag-- on the unity of the Council. “ Unity 
m ii.e (-nirral oxecuti-’e must be preserved at all costs 
Thev pri.ipose to eon4mie the reqtiirement that three of the 
meuibers oi tne Gotonior General’s Council should be persons 
viiu have lieeu for at least ten years in the service of the 
CT'own in India. TJey put forward, however, two important 
^^olto^tiuns lu conmction with the appointment of members of 
the Council, in tin first place they suggest that the members 
sliouid be aijpoint'd by the Governor General instead of by 
the Ci\/\vn. ami ii the second place they suggest that some of 
tile Diembx-r.' m the C/Ouncil should be taken from among the 
member.? of tm legislature. At the same time they propose 
chaiige.' in tao eompo.?ition of the legislature 'which might 
havc- far-reaching effects. They contemplate that the 
Assemblj- sin'nild be composed bv indirect election from pro- 
vincial eouncilik that its numbers should be raised from 145 - 
to something liofSiteen 250 and 280 and that the official clement 
siionid be rcdnecdfrom a total of 26 to 12, to which woiffcl be 
aaded th.,- mcmbeis of the Governor General’s Council. We 
discuss tile general question of the substitution of iiiTlireht 
eletfion tor th.e p-esent direct method when we come to deal 
witl) tae eeiiiral legislature. But it is in point hereto observe 
that tnere ns litile ground to anticipate that this change 
would produce a legislature of which it could he predicted 
that It would work harmoniously with the executive 
contemplated by the Commission.. In any ease it is .evident 
that^tliese proposals would completely change the balance of 
the legislature, and that the proportion wh ich the official 

• Yolume II, para. 165. 
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element bears to the \vhole would be so small that it would 
be miable to exercise any appreciable influence. 

102. Implications and consequences of these proposals. — It 
is necessary to examin.e fully the implications of these pro- 
posals. Such ail examination appears to indicate that in 
practice they can hardly produce the strong central Grov- 
ernmeiit which the Commi.ssion de.'^ire tct see. Indeed they 
carry a stage further a process which we consider lias al- 
ready reached the limits of safety. The policy pursued in 
the past in develoyiing the constitution has h-cen to make sn:- 
cessive advances in the legislature, while maintaining more 
conservative treatment in the executive. That may have been 
a wise course as a matter of poilitieal education, but in other 
respects it has had consequences not salutary. As we have 
pointed out above, it has tended to foster irresponsible cri- 
ticism in the Assembly, and placed the executive in a difficult 
position. A stage has now been reached when the appropriate 
course appears k'pAA^y^.eu^^l^'^avour to bring the devt-lopment in 
the legisiatun sue .^'d ho Vj^ecutive into closer co-ordination. 
We should tlBie'-oiure prefer to pursue a somcAvhat moi’e 
cautions policy in regard to the legislature, and to consider 
whether it is hot possible rp contemplate some development of 
the Commission’s proposals for the executive in its relations 
on the one hand to the Secretary of State and on the other to 
the legislature, which would afford promise of more favour- 
able conditions than these proposals, as they have been gene- 
rally understood, would appear to contain. ' Under '.ho. pro- 
posals of the Commission Ave fear the exeentiA^e Avould find 
itself constantly faced Avith the dilemma either of conffict Avith 
the legislature, under conditions in AAdiich it could ne\'er ex- 
pect a majority, or of subordination to the vieAvs of the legis- 
lature. The ansAver .sirggested by the Commission to this line 
of comment is that in fact GoA^ernment policy will be pro- 
foundh’ affected by the action of the legislature, and that the 
executive w'ill to an increasing degree he responsive t.o thc- 
Avill of the members of the Assembly. This tloctvinc of res- 
ponsWeness ” is one to Avhich Ave (jurselves attach great 
importance, but it must be recognized on tbe one hand i luit it 
cannot be applied avIiau tbe nooular aucav is in opposition to 
the I'jolicy Avhich Parliament considers it necessary to pur- 
sue, and on the other hand that when it is applied consistently 
it approaches very near to responsibility. Eespousiveness to 
the legislature is difficult to combine with a strict adher- 
ence to the principle of responsibility to Parliament over the 
whole field. We shall deal with the matter more fully later. 
At this point- we only wish to suggest that the difficulties in- 
herent in the situation would be greatly enhanced by consti- 
tuting the executive and the legislature on principles which 



94 


would widoii the gap between them. ^Ye do not deny that 
there must in present^ conditions remain an appreciable 
aegree of incomjjatiijiiity, but our aim should be to reduce 
mat ii.cc'rnjjatiiuiit}- so far as circmnstances permit. If, a.s 
we lioid, the Commis.sion were right in taking the view that 
tse present popular character of the legislature should not be 
impaired, aii\ at^ustmeiit must be sought in revision of the 
composition of the executive or of its responsibilities. In 
regard to the latter ^.loint we have alreadv suggested that it 
may be po.ssibIe for Parliament to restrict' its interest to cer- 
tain cielinite piirpo.ses. a course which would have im- 
portaiit^effects on the reiali<:'ii$ of the central executive and 
it:> iegi^iaiLire. In regard to the form of the executive it ma^ 
vie tliat, in order to obtain a greater degree of hannonv with 
tae legislature, we sliali have to sacrifice something of "its in- 
'V-'I’- “Ot fail to realize the great importance 

ot efteetive unity and shall endeavour in any suggestions we 
make to promote its retention in the grea+-st degree possible 

can be sac- 


rificed to the attainment of this 


. . — ^.ns one o.’tliat internal 

uiim- in the executive without any degree of nfemony between 
the executive and the legislature will yield a strong or even 
a tolerable Government. 

lO-I. The possible methods of sharing pow'er. — Exclusion 
of certain functions from the field of the central Govern- 
ment.— tVe_]iave nuule it plain that in our view conditions at 
the con I re involve an inevitable duality or sharing of power 
between Jhi’diament and the Indian legislature, and we now 
proceed to ^cbnsider the various constitutional forms by which 
this os.senti,a] fact might receive expression. The most ex- 

fvr!!? wonld be to exclude certain subjects 
pic/i'un iew ot the Indian le,gislature, and' to administer 

a\ to the will of Parliament. 

problems for very 

w!f Reserves consideration, and we shall discuss 

statutory Commission for 
excluding ^rom the sphere of the Governor General in Council 
the acImimS^tion of the army, and the of par“ 

mountey in r^rd to the Indian States. But the objections to 
m y cpn.siderable>ten.sion of this system are obS Con 
fbp 7^?'’ distingui.shed from dyarchv in ‘that £ 

objeetions. . * I'ernnAonc to which there are .sub.stantial 
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lOi. Exclusion of rights of paramountcy in relation ta 
Indian States. — Tiie spocilic proposal, however, made by tlie 
Oonmiissioii that in future the Viceroy, and not as at present 
the Governor General in Council, should be the agent ;:;f the 
Paramount Power in its relation.? with the Princes, appears to 
ns to rest on a sound basi.s and has our full support. We 
give in detail later the reasons on which this conclusion i.s 
based. It is sufficient at this point to state tliat v:e regard the 
exercise of paramountcy over the States -as not one of the 
natural iunctions of the Government of British India, and 
we recommend accordingly that it should be vested in the 
Vieeroj' alone. 

11)5. Suggested exclusion of defence. — The Commission 
have pi'oposed, for special reasons, that the problem of the 
defence of India’ should also be solved on the lines of exclu- 
sion. They suggest that a definite agreement might be 
reached between India and Great Biitain, acting on behalf 
of the Empire, whereby the forces composing the existing 
army iu India would no longer be luider tJie control of tJ^e 
Govoi’;mi<nil of iiulia, but w’onld be under an imperial autho- 
rity, which ■would naturally be the Viceroy acting in concert 
Avith the Commander-in-Chief. The Imperial authorities 
v.'ould undertake the obligations of Indian defence in return 
for the continued pro'vision of definite facilities as to reeniit- 
mont, areas, transport and other matters. It is suggested 
that there would be an equitable adjustment of the Inarden of 
finance, a contribution sxibject to revision at intervals being 
made from Indian revenue,?, w'hile it is foreshadowed that tb.e 
balance of the expenditure w'ould be borne by Great Britain. 
The central legislature would not vote the annual sum re- 
quired for the army, the appropriation of which would bo 
authorized by certificate of the Governor General. It is sug- 
gested that a committee on armA’ affairs should be constituted, 
on Avhich the central legislature avouH hav’e representatives, 
for the purpose of discussing and keeping in touch Avlth 
military qne.stious. The military administration AA’onld liaA’e 
to be secured in all necessary control oA'er its gaaot di-spositions 
and ai-rangements, and Avould have the right to demand the co- 
0 ]i|ration aaTucIi it noAv enjoys from the cml authorities. 

examine elseAvhere the more practical administrative 
aspect of these proposals. At this point AA-e confine our- 
selve.s to a consideration of the scheme in regard to its con- 
stitutional implications. 

106. The constitutional aspects of this suggestion. — The 
Commission hav^e been greatly impressed by tAvo incontest- 
able facts. The first is tha-t the defence of India involves 
interests in Avhieli the AA’hole Empire is concerned. The 
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’I fonvard to a future in whieli 

Si ."f ,'";“S^''“'’‘’“"'’‘“'-'' f”' deli fo7 

S^:f ineludes.a large British 

conciusiom which v- f.'lt SeJl. 

now or i;i anv futmv wfo'‘h'V- i-K; cannot 

ali resrMird ,;iirv ■ itself of 

view tiii. Sarc Shi,:?.. w,:-'f5'' Commis.sion 

p,.,„,...,. \;,' ; an obstacle in the vray of 

of dehmce‘'-\' \he m??''’''?-’’ problem 

's'-ay m- India attainment that stands in the 

■ *'? to continte'lotlett! Bt^It'the 

i^lminmtant we think it 

dear the wav to fuU?l?t?o,St, would at once 

of the central held It government over the rest 

of the ladlt; ItatutoV ctmS^sJmt 'on 

ss th'iLhrif is;x““t h 

m.«„n aSSthd'tSn iSSihSehSril?^ 

tdtjoliai pi*o<»*i'e'^s -iiidia s consli- 

prematuri £d£^n apprehensive of a 

«eem.s to us not imnossdb? ? t i aot remain static, and it 
the pre.^^eut under the 

woi'kable inrtneY^np hi of India^ a 

to see .set t:p W thknew c^nns iS?r hope 

do not in nnv'wav hSu- dm e v? i we 

proinosal, wren if the fnVi ePV^rd by the 

dinubv ihi-. nn? -■ • •?,? r might not be imme- 


-- a] -i .-VI . r . ^oi oe mime- 

etan^ti'intiornai aVe.'wr mucW^^^^ cotieerns its 

Indi;;n- .rvjiiion. "if tn-w- oopeiid on the attitude of 

ill favour of rlie id-i we -hrV?' expressed itself definitely 
diould ],e f:;n],,, elvmfineS recommend that it 


scheme which iu Ifis view w'rdd'<F *■ tc^ 

if it were found ,y ? ccnsideration 

to place the adm/nistmtior '^dth Indian opinion 

India in the InuSrcSte Fte^n? 
barrier to constitutional advance remAva^T*'^^’ 

make " fSif f ' ^Siwe Sid 

goven^ent. tte Sterne would" 



concern of Parliament for securing certain purposes 
whicli we iiave described elsewhere, and the principle 
would be that after providing means whereby the duty 
resting on Parliament in respect of such matters might be 
discharged, responsibility for the rest of the adiiiinistration 
would pass to ministers answerable to the legislature. 
The feasibility of the scheme admittedly depends in the lirst 
place on an agreement by British and Indian opinion to 
remove the administration of the army from tlie province of 
the Government of India and place it in the lianas of tiie 
Governor General. W'ith the elimination of this responsi- 
bility and of the exercise of paramountey over Indian States, 
which we have already recommended should be the function 
of the Viceroy and not of the Government of India, it is sug- 
gested that the way Avouid be left open for the functioning of 
a unitary Cabinet, responsible to the legislature and adminis- 
tering all the remaining departments of Government, but 
subject to the overriding control of the Governor General m 
all those matters in which Parliament found it necessary to 
maintain its responsibility. Though the administration of ail 
subjects, except the two which would be excluded from the 
functions of the central Government, Avould conducted by 
ministers chosen from and responsible to the legislature, the 
ministers Avould in cases which afiect the responsibility 
reseiwed to Parliament be subject to the exercise by the 
Governor General of extraordinary powers of direction and 
veto. For the etfective exercise of the powers reserved to 
the Governor General, it would be necessary that he should 
be suitably advised. It is suggested that one Avay in whicli 
this purpose could be served Avould be through the appoint- 
ment of tAVo or, if found necessary, more advdsers of suitable 
experience and standing, Avho Avonld be charged Avith the 
special duty of pointing out AAdien a course of aetioii or 
abstention from action Avas calculated adversely to affect the 
interests Avhieh it Avas the diPy of Parliament to safeguard. 
Buell advice Avonid be tendered in tlie first instance to tiie 
minister concerned, and in the OAXuit of the minister’s refusal 
to accept it, it Avoiild be for the GoA^ernor General to decide 
either forthAAuth, or after eonsnltatioii Avith the Becretary of 
State, whether the occasion demanded the exercise of his 
special iioAvers. Witli the secretaries in the A-arious depart- 
ments AAmnld rest the duty of seeing that all imiiortant ques- 
tions, eAmn remotely likely to impinge on the sphere in Avhich 
Parliament maintained its responsibility, were submitted to 
the ministers through the adAUsers, Avho would thiivS be in con- 
stant touch Ayith the important day to day administration of 
departments. Finally, the GoAmrnor General Avould be armed 
with the powers requisite to enforce a decision both in the 
field of legislation and finance, and the ultimate power of 
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suspending die constitution would also be a necessary corol- 

necessary to provide for the 
responsibiiity of Parliament in the financial field. The re- 
pa\ inent ut the public debt of India and the interest thereon, 
the cnargo.s due from the Indian esehequer for the cost of 
Indian detonce, the pay and pensions of officers appointed 

’v i 'H' ■^''ould ail need to be specifically 

pic!', iCicii fiii* oy inalting' them a first charge on Indian reve- 
niies, and me management of the currency would need to be 
en!r:;.':td .o a reserve bank suitably constituted and placed 
on _a statutory basis. The fulfilment of certain conditions 

Of a reseiwe bank of this character 
and ine constitution of a statutory authority for the control 

of^iaiiways, would precede the inauguration of such a consti- 
muon. Ihese preliminaries, which would be of a definite 
anc .'pietijit chciiaeter, need not however relegate its intro- 
auction to an indefinite or unreasonably distant date. 

It is recognized by our honourable colleague that it is 
possiole to urge .objections, not without force, to such a 
cons_muti,maI\ project, and to express doubts, not without 
justincatioii, a.f to it.s operation in practice. The important 
que&tion, howcYcr, in hi.s opinion is whether on the one side 
the pjroposa I To-, confine the limits of Parliamentary inter- 
ference within as narrow boundaries as possible, and the 
naaniiei ot its exercise, would find acceptance, and on the 
othei whether^ emua’ii ^ inevitable limitations of authority 
would meet with acouie-scenee. The advantage claimed for 
the scheme i.s that it permits of a unitary G-overnment at the 
centre, <..f a health v development of parliamentary life, pro- 
cuupre and conventions impossible under any dyarehic scheme, 
amt aiat it goes a considerable distance on the road to self- 
gm ernment without the sacrifice of essential interests and 
without embarking on a course which in case of necessity 
would not permit 01 reconsideration. Further constitutional 
c cte.op.iieni ttould neea neither fresh legislation nor fresh 

of Wh Iff authority. Given good sense and goodwffl 
on both sxdes, progress would be automatic and wolld take 
the .shape m the non-exerei.se of the Governor GeneraPs 
pou-ers of control which would alone stand in the way of 

rn'm? ta/ cmmSd aj the 

is it. plain that Ms plan 

bf f f ^ adumbrated 

-f * Indian opinion has 

111? I ' ^ prospect of any such arrange- 

ment being accepted. We do not therefore propose to 
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examine tlie practical difficulties -wliicli under such a scheme 
might arise both in connection with the administration Of 
finance and the maintenance of the ultimate responsibilities 
for law and order throughont the country. At this stage 
we merely state the scheme. If, contrary to our expoetation, 
Indian opinion were prepared to accept the suggested exclu- 
sion of the army from the functions of the central (iovern- 
ment, it would be necessary to examine more closely these 
difficulties and the general implications of this method of 
approach to the problem. 

108. The solution of dyarchy. — The second possible method 
of meeting oui* difficulties is to introduce into the central 
Government the system of dyarchy. It might appear strange 
if dyarchy were adopted at the centre at a time when it has 
fallen under popular condemnation in the provinces and is 
there being abandoned. Nevertheless, we must remember 
that in part at least its condemnation in the provinces was 
due to the fact that it was only a half-way house, and in the 
cejitre we are admittedly concerned to find some constitu- 
tional form which will permit of a sharing of power. Further, 
we have to take account of the fact that the Indian Central 
Committee have recommended the introduction of dyarchy 
in the centre. We must ther*efore examine fuUy the case for 
and against it. 

109. Examination of dyarchy. — Dyarchy is the strictly 
logical solution of a situation in which it is desired to base 
the authority of Government in different matters on two 
different sources. It can be claimed that it constitutes a 
frank reeogmtion of the facts. There is no amhigirity as to 
where the responsibility for particular decisions lies, and no 
blurring of the edges. It is a system plain and precise. And 
because it eliminates ambiguity it enables each side of the 
Governmonl to pursue its policy unembarrassed, in a politi- 
cal sense at least, by the decisions of the other. But, how- 
ever valuable dyarchy may have been in the provinces at the 
inception of the reforms, in practice it is obvious that a 
division of the Government into t^wo halves charged with 
responsibility to different autliorities is at best an incon- 
venient plan. It is easier to divide a Goveniment on paper 
than it is in actual working, and when dyarchy was introduced 
in the provinces it had to he I'eeognized tliat special derices 
were necessary to promote the co-oneration of the two parts 
which had been formally divided. The Statutory Commi.ssion 
in their review of the working of the provincial constitutions 
are disposed to think that the object mth which the system 
was established, namely, to make plain the responsibility of 
the two sides of the Government, was in fact very imper’feetly 
■ , ’ ' h2 
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aUaiiied ‘ Ihe mteiition of dyarchy ” they remark “ was 

^ f ^ responsibility to 

legislature. If tins intention is not carried out, the 
3u,.titieatKin tor the constitutional bifurcation and for all the 
complieatifms which it brings in its train is difficult to find ”, 
ii, on the other hand, tlie responsildlitv on one side to Parlia- 
ment and ,ni the other to the Indian legislature were con- 

tliose two distinct 

S(Uicis Ux iuoser \vou;,i Oe xxKely ?<_> prove iiici’easingly diffi- 
s ^woind be iiound tn concentrate on the res- 


cnlr. i\[iiii.ite! 


ponsirehty vide]; ..wed to the Indian rcgislaPare and 

a3.-M-eear-i t.ne eiafiaiTas.-.ment which their policy might be 
Causir.g^ te the reserved side, for the successful Avuiiclng- of 
winch iiioy iiad no responsibility. If for instance, in '’the 
central Go\-ernmenf commerce were a transferred subject,- 
and iiiihiice reseiwed, it might well happen that a popular 
policy in the Gommerco _ Department in regard to tariffs 
might ha% e the most serious effects on the general finances 
of the country. Nevertheless, if responsibility for the tariff 
]>olicy had been formally made over to popular * control, 
Willie responsibility for the general finances of the country 
was reserved m official hands, there would be little induce- 
ment tor the popular ministers to moderate their commercial 
policy and serious friction would be likely to develop. Ex- 
perience seems to show that it is difficult' to work in water- 
tight comjjgjrtments. If the endeavour is made, the system 
will brealVaOTvm : if it is not made, the advanta^-es of a 
formal dyarchy are not clear. It is no doubt argued th»t 
dyarchy, by relieving ministers of responsibility^ for un- 
popular decisions taken on the reserved side, enables them to 
eoiitinne in office ivliere this would be difficult if thev were 
m&mb(.r.s of a iinitary (Cabinet. "We do not nnder-estimate the 
iniportance of this consideration, or the embarrassing posi- 
tion that i-opiihir member.s might occupy in a iinitai-v Gov- 
ernment,. _ pn the other hand, the formal division of 
responsiPildy tends to confine the effective action of miuisrors 
to the transferred subjects, and deprives them of the oppur- 
tunity of dealing', except by way of criticism, with the didi- 
cuit probIem.s ot Government which arise in the reserved 
spJiero. .Moreover, it must weaken the authority of Gm Gov- 
eniment, when one part of the Goveniment can openlv d's- 
Ciami responsibility for the deei.sions taken bv the othm'. 

are not insensible to the fact that in existing condffidns 
there must be an inherent difficulty in attaining compipte 
unity wirmn the Government at the centre except at the cost 
Ox senous lack ot harmony with the legislature But uru'r-' 
should be the ideal, and it does not seem to us to wise course 


'Volume I, para. 232. 
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to emphasize the dualit}' by adopting a system of foriiial 
dyarchy. We must look eventually to the emergence of a 
unitary responsible government, and we should hope tjiat 
this might be sought tlirougdi a process oi nevel'^.'inuentj 
whereb}^ tlie exercdse of existing powers vdil le-ad by a naiiu'-.ti 
transition tu tiie acajuisition of iTCsli powers, air! those frese 
po^;ers ivili he exorcised by men who have; aireatly aequirctl 
some ex])erieiieo in handling them. Dyarchy on tne other 
hand i'ii'eix n(t possit)i]it of nn extension of tin.* -pliere 
of respe]i<ibiliiy except liy way of an alirupt rraiisition. 

ilil To what extent could power at present be trans- 
ferred. — The crucial question which must arise in the 
consideration of any proposal for dyarchy is where the dm- 
sion between the reserved and transferred spliere.s is to bo 
made. Tlie pr(npesai of the Indian Central Cminnittee is that 
oidy the sifljjects of defence and frereign and p^aitical rela- 
tions should be rcrserved. If it became ])ossible to make such 
a. division of power, it may be admitted that some of tlie 
difficulties we have indicated above in connection wuth 
dyarchy w'ould lie diminishe’b The Indian Central Com- 
mittee indeed emitcnd that tb.e subjects of defence and foreign 
relations are sufficiently distinct and separable from the 
other functions of iho eeiitial Government a'^ not to produce, 
if reserved, any of tlie complications wdiicli acemiipanied the 
v;oi*king of dyarchy in the provinces. We are not prepared 
to go so far as this, but it may be conceded that defence and 
foreign relations could be separated from the other functions 
of the central Governmeiit, if not Ycithout ineonveiiienee, at 
ari}” rate witlioiit giving rise tr) some of the more acute 
problems that wamld result from a reseiwation of other sudn 
jects such as finance and law and order. We are by no 
means disposed to under-estimate the advantages that wnmld 
be. secured from the adoption of any scheme on tiie lines 
indicated try the Indian Central Committee, or to jiress 
beyond a reasonable point the administrative objections to a 
formal division of powder. If it were possiffie to adopt such 
a scheme, a Government wx)uld be established at the ^centre 
working in agreement wdth the legislature, and covering all 
the pidncipal domestic activities of the country, apart from 
Ihose which wonld be directed by responsible Governments in 
the provinces. There is a sfrong demand among those wffio 
are stirred by the rising feeling of nationalism that India 
should be allo'wed to manage her own affairs at the centre^ 
as in the provinces, and, above all, that she should have 
chance of devising and |>ursiimg a national policy in 
matters of finance, commerce and industry, which might 
improve the general economic conditions of the country. 
In recent yerrs there has been an increasing volume of 
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criticism directed to the poverty of India and her 
economic backwardness, i or these features an alien Govern- 
meiit is held re.sponsible. There is a widespretid belief 
that the economic uisabilities of India could be removed by a 
iialiotiai economic policy, and an equally widespread suspicion 
that the iuterests uf India and Britain in this matter do not 
coincide, and tlmt, as long as India’s economic policy is 
controlled by Britain, India wiil not have a fair chance of 
dev<--ioping her resources and raising the general standard' 
of Life of her ijeople. T\*e canuoi of course admit that there is 
jus’.iheatiou for tui.': feeling. Bur there is no doubt that it 
exists, and that it is being used more and more to stir up dis- 
com.ent .‘inuinst the present system of government. If it were 
feasible in the way outlined by tlie Indian Central Committee 
to establish the principle of responsible government at the 
centre, and to put it into practice on a large scale, particularly 
in the economic and financial spheres, it might be expected 
that Indian sentiment would be to a great extent satisfied, and 
Indian suspicions of the real intentions of Britain allayed. 
But all depends on the possibiKt;' of an immediate transfer 
to popular control of the central administration of finance, 
commerce, and law and order. 

111. The problem of transferring finance and commerce. — 
It must be frankly recognized that the control of finance is 
fundamental, for finances has a bearing on ail the activities of 
Gorcu’umenl. It is sufficient here to state the position 
in very general terms for we deal fully with the subject in 
another place. The points wlfich we have found it neces- 
sary there chiefly to emphasize are the magnitude of the 
interests hitherto safeguarded under the responsibility of 
the Secretary of State, and the serious effects wliicli any 
transfer of this re.^.ponsibility might have through its reac- 
tion on India’s credit. 

The financial administration affects the credit of the 
country, not merely in the limited sense of determi nin g the 
conditions on wliich it can borrow money, but in the broader 
sense of the confidence felt in the administration by all those 
who do business or have property in India. A serious shock 
to India’s credit, leading ns it undoubtedly v.mulcl to large 
movements from the country of capital both Indian and 
European and to a restriction of new enterprise, might have 
results so far-reaching a.s to endanger the entire economic 
fabric on which India of the pi'esent day depends. It would 
do nothing Imt dissei’viee to Indian interests for the British 
Parlianient to transfer its. responsibility for Indian financial 
administration, until the foundations for confidence in the ' 
policy of those wlio wonld control affairs nnder , the new 
y%ime had been established. At present, in view of the 
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general attitude of Congress and the talk of repudiation of 
debt, sueh eonlideuco, liov.-ever unjiisr t’nis may be to India as 
a whole, is eonspieuously lacking. 

It is not our purpose to argue that tliese cnjusiilevatinns 
create permanent and iusurinounrabile obstacles to any trans- 
fer of financial respoiisii)ility, but the practical conclusion to 
which we feel impelled is that, before so lundaincmtai a cliange 
can safely be undertaken, there must, on the*one hand, be care- 
ful preparation including the fulfilment of certain eoviditions, 
which vce define elsewhere, and on. the orijer, india.n leader.? 
must collaborate with the GoyenimeuT it; the fnltilrneut of 
these conditions, and must on tlieir own account take steps to 
create confidence in the policy which an Indian govornment 
might be o.ypected to pursue. IVo d.o not wish to exaggerate 
the difficulties, but we feel that the greatest service wliieli the 
present Government can render to India is to face them 
frankly, and to do its be.^t to work together with Indians to 
overcome them. AYe deal more fnlly with this question in the 
section dealing with finance. 

In one important respect commerce is hardly separable 
from finance, for the customs head is the principal .source of 
central revenues, and this fact must have its due place in 
shaping tariff policy. It must be recognized therefore that 
until finance is transferred the popular control of the tariff 
■would be incomplete. But commerce has ].u‘ol)lems of its own 
quite apart from its connection vith finance. It may be 
difficult to devise effective guarantees, which woul(|, secure 
British, firms and companies doing business in India against 
unfair discrimination, and to provide for the efficient commer- 
cial management of the railways, which the ex]:>erienee of 
other countries ha.s shovm may be .seriously endangered when 
the management is in the hands of those whe- must maintain 
harmonious relations v,-ith a popular AssemhB'. AA'e do .not 
regard either of ^these difficulties as insuperable, and in a 
later section of this despatch, we shall consider them in. greater 
detail. 

112. The problem of transfeiTing law and order. — In re- 
gard to internal tranquillity, a critical change is being made 
in the provinces by transferring to popular contj-ol the admi- 
nistration of law and order. Fntil the results of this change 
have been observed, it does not seem to us possible for Parlia- 
ment to part with the power to maintain the ultimate guar- 
antees of stability. It is sometimes argued that if law and 
order is transferred in the provinces, there can be no reason 
for not following a similar course at the centre. But we have 
no doubt that the provincial Governments in accepting the 
proposal of a transfer of law and order in the pro- 
vinces are to a considerable extent relying on the 
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mairitenauce of existing conditions at the centre. It is 
the central Government ^vllich is responsible for the 
ultinuite conditions of internal security tiirougbout the cotm- 
try. it dc*iermint-.s tiie inilitaiy forces required for this pur- 
po.^e and tln-ir disposition. It lays down principles for the 
adniinisTratii in uf the Arms Act. On it rests the duty of keop- 
iii'j ihe L'vnei-al siruclnre oi the criminal law and pro- 

cedure. Vviiicii i'uriiis tiie e.'S-;-Kiial ir;', me work for the main- 
teiia-oN- ir.ter.ual 5 i’;ii:M;vi!l!!.y. It ninst co-ordinate iriLorrna- 
tii'o and 'iolicy in o-narfi sri.'eersivo mc'cemeiits of an 
ail-li.uia eharaeiv-r, .-■oei; a,-’ lO. - wiiieh are contiiiuonsiv piir- 
suei.i i>v tile : I'l’i ars 1 nii'.i tiC tUo comnnimsls. t'!' wolespread 
170; mniviu -s -nei: e> the present cannadgn of 
ciri[ ui- I'he: iii-nei,-. in nan r’rinn 'I'.il tliese duties it ims iniiierto 
sehi'i.n i^-en n- f.n' P e nxeendi'e vi rely on support 

fi'un. ii;e h h.-;'-,:' niopnlar npininn in ihe Assembly, and. until 
enoc-’*!;- -.i.'n' aas 'I'l'cij ginna - 1 n, tne zninu-ier la wiiicli similar 
proiA'-n;' an-i insndiehl he-aily by respjonsiole prtivincial 
Go‘.n ‘‘: me nis. i: is aniikeiy riiat Paiiiainent will be willing’ to 
co 7 ,n,\-mpiave ike tmrn-fer fj p.ipniar control at the centre 
of lin nm;;.;,,:;nn s;n'eu'uar]s of security throngliout the 
eounti'}. Our Irniounible colleague veho has drattm atten- 
tior i'l .-rclmine liescribed in paragraph 107 wislu's, how- 
evei', til make it clear riiat in liis view the safeg’uards suggest- 
ed ill thai selieme would be sufficient to justify the degree ,oi 
I'esp'onsiliHiiy. Imth in regard to finance and to law and 
ordei’. ^'’cicl; is iimre iproposed. 

113. A unitary government. — Proposals of the Commis- 
sion. — if rhei’c is jforee in the general eoiicliisions stated 
above, ii ■.v-rdd .-eem necessary to look to some solu- 
tion on the lines of n unitary G-overnment such as is 
contemplated by the Indiaii Statutory Conunission. But a 
decision, in favour of a unitary Government of this type 
does^not get rid of the difilciilty that there must be some 
shnving of power between two different legi.slative bodies, 
nanmely. Parliament and the Indian legislature. The Com- 
mi.ssion were, no doubt, not le.ss conscious than ourselves of 
the_ importance of harmony between the exeeuti%’'e and the 
legislature, and were anxious tliat whatever is possible should 
be done to establish satisfactory relations between these two 
elements. They hoped to achieve this object along three 
iine.s. In the first place they have proposed that the 
members of the Governor General’s Council should be 
appointed not as now by the Crown but bv the Govenior Gen- 
eral. _ This evidently introduces a considerable degree of 
dasticiiy into_ the formation of the Council. It is not only 
th’^t the appointment of members in accordance vdth the re"- 
qiuremeuts of the local situation would be facilitated, but that 
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they would no longer have a fixed term of office of five years. 
Under the new system they wonld in fact, subject to the direc- 
tion of the Secretary of State, hold office at the pleasure of 
the Governor General. The Goveruur General would retain 
his existing power to make rules for the transaction of busi- 
ness ill Ills Council and to distribute portfolios. We presume 
that tlie determination of the niimliers of hi.s Council would, 
subject again to the snpeniiieiide.aee. and control of 

the Secrerary of State, rest with hmi. The only formal 
reslviction that would exist on his seieetion of members of 
his ('ouncil would be that the existing rule woitkl la- main- 
tained, innler which not less than three of the member.s of Ms 
Council must be persons who have been for at least ten years 
in the service of the Crown in India. c attach cousuler- 
ablo importance to the change sugge.^ttul in f:;e method of 
appointment of the Governor General’s Council. It (hc's iijot 
iieees.sarily lead directly to responsiblo government, but his- 
torically the sulistitution cu the Govei'iior Gencval for the 
Crown as the appointing authority has proved in the Domi- 
nions to be an important ecndition in the development of 
re.si.>onsihle government. Ja the second place, tlio^ Commis- 
sion liave suggested that <’!p'l'<^’’Wnity should be found to 
include in the executive Council one or more elected mem- 
bers of the Assembly or of the Conncil of State. ^Tt is clear 
that this proposal has potentialities of great significance, and 
the.sp we sliall proceed to examine. Finally, as we have al- 
rea.'ly mentioned, the Commission lay stress on the power 
which the elected representatives in the central legislature 
possess to influence the executive Government in all fields of 
administration and legislation. They express the belief that 
this iudlnence will steadily inci’ease and that the executive 
will become more and more responsive to the will of the ^legis- 
lature. We have no doubt that the Oommission_ have rightly 
foreseen one of the developments in the relations between 
the executive and the legislature which must follow on their 
proposals. But we shall explain in what way we should^ anti- 
cipate that these relations are likely, and indeed certain, to 
develop. 

114. Inclusion of members drawn from the legislature.— 

We now proceed to examine the two features in the scheme of 
the Commission, wvhich seem to us_to require further elabo- 
ration. We welcome, as we have said, the proposal that elect- 
ed members of the Assembly or of the Conncil of State should 
be inclnded in the Governor General’s Conncil. _ But the inclu- 
sion of individuals, however prominent in public life, will not 
in itself secure the object at which we are aiming, namely, 
the promotion of harmony between the executive and the 
legislatu re. As the Commission have p ointed* out, there m 
♦Yoluine I, para. 235, 
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a natural tendency to regard even an elected' minister under 
tire system of dyareliy as^ in some degree tainted by his asso- 
ciation with Government. When it is a question of joining- 
a Government which cannot technically be responsible, this 
tendency will be much stronger. Unless something is done 
to counteract it, we fear that the Governor General will be 
unable to obtain for his Council the anthoritatUe Indians 
desired by the Commission, or that if he does obtain them 
they will soon lo.so their authoi-ity. This tendency would, 
we think, be accentuated the suggested provision that on 
appointment to the executive Cioimcil they should cease to 
hold their seats by virtue of election. Our view therefore 
is that, if real value is to he derived from a proposal which 
contains the promise of hopeful developments, it is necessary 
not only 'that the members appointed from the legislature 
should retain their seat.s as elected members, but that it 
should be recognized that they will remain in touch with, and 
responsive to, their political supporters. We develop in 
paragi'api) 116 below the conditions on which alone as we be- 
Keve they might look to retain 23olitical intluence in the legis- 
lature, and .so be able to assist Go^’enuneut uot only by their 
personal contributions to the problems of administralion, but 
by bringing to Government some prospect of support for 
the policy in the framing of which they vill have been asso- 
ciated. 

115. The practice of respomsiveness. — An examination 
of the working of ‘‘ responsiveness ”, , on which the 
Commission lay so mucli stress, leads ns by a different 
road to the same conclusion as that expressed at the end of 
the last parag'raj:)!!. Even at joresent the executive endea- 
vours to l)e responsive to the legislature. The disadvantages 
of the system, however, have made themselves very apparent 
in the exj^erience of the la.st few years. Wc have shown 
above how the function of the Assembly is inevitably one of 
criticism, as long as it has no responsibility for a constructive 
programme. Efforts have been made by tbe Govermnent of 
India, particularly in recent times, to escape from this diffi- 
culty by consulting the party leaders on matters of policy 
before the^v tliemselves reach their conclusions. This system 
is probably inevitable, given the existing conditions, which 
would in this respect be reproduced under the proposals of 
the Statutory Commission, but it has not proved satisfactory, 
fi’he pathy leaders have little inducement to have regard to any- 
thing other than the popular view- as reflected in the Assembly, 
and the Assembly having no comprehensive responsibility for 
policy is likely either to take a critical and negative line, leaving 
. tho Government still unrelieved of the responsibility for flnd- 
ing a cTOisinrcti-^^^^lntion for ni'gent problems, or to advocate 
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proposals, tlie full consequences and reactions of whicli on 
other interests or in other fields of administration have not 
been thought out. J’roin the nature of things it is impossible 
that the party leaders should have the same sense of respon- 
sibility us members of the (xoveriiment. If their advice is 
accepted and the results x^i'ove unfortunate, the discredit 
falls not on the X'jnrty leaders but on tbc^Govermnont. If on 
the other band their advice is not accepted, the Government 
is accused of being nusympathetic and unresponsive to the 
poijular ^'ieAV, and there is no improvement in the relations 
beUveen the executive and the legislature. Indeed if the 
advice of the party leaders is constantly rejected, these rela- 
tions are likely to dotoiiorato. Such a state of affairs 
really makes neither for harmony between the Government and 
the Assembly, nor for strength and steadiness of purpo.sc' in 
the Government. We are conmneed that if leaders of parties 
in the Assembly are to be taken into consultation, as they 
must be on any icrinciple of responsiveness, it is better that 
they should be" inside the Government rather than that they 
should advise in an irresponsible capacity from without. 

116. How a Crovemment of this type might he expected to 
work. — The conclusion of these arguments seems to point to 
a Govermnent which, while containing a definite official 
element, and not formally responsible to the India.n legisla- 
ture, ^v’■oul(l yet include an appreciable popular elerneut con- 
sisting of elected members of the legislature, who might com- 
mand sufficient suj^port in that body to afford in normal 
circumstances the promise of reasonable harmony between 
the executive and legislature. The proportion which the 
elected members ahonld’bear to the official members might no 
doubt receive con.sideration, if suggestions on these 
lines were discussed at the Eoniid Table Gonfercuce, 
It Avill naturally he askeff how the elected mem- 
bers of the Government associated witli an official element 
are to retain their following. The answer i.s that they must 
he able over the widest ficLl that circumstances permit to 
frame policy in accordance with the Adews of their supporters. 
This in turn implies that Parliament null be willing to define 
with some precision the purposes for which it would Avish to 
exercise its constitutional light of interference Avith the 
policy of the Govermnent of India, and that so, long as the 
policy pursued does not menace the objects which Parliament 
declares its intention to safeguard, the Government of India 
Avill he at liberty to manage the affairs of India in close asso- 
ciation with the Indian legislature. We shall in a latex 
paragraph of this despatch indicate what appeal' to us 
essential purposes VAiiich His Majesty’s Government imm 
sai'egn.ard. On the, assumiffion that the. exercise of the duties 
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(Of paramomitcy in relation to the Indian States is transferred 
from the Govemor General m Conncil to the Viceroy as re- 
presentative of the British Crown, these purposes may be 
briefly summarized as defence, foreign relations, internal 
Bcen^aty, financial obligations, financial stability, protection of 
iniiiorilics and of the rights of services recrnited by the 
Secretary of State, and prevention of unfair discri- 
mination. The primary responsibility for ensnring* that 
tliese I'nirposes of Parliament V'e}*e not impaired would rest 
upon the Governor Generafi but lie would have, to assist him 
in this task, the three official members of his (fitveniinent, 
w]io would naturally hold the portfolios in which the questions 
of more [jarlieular interest to Parliament were likely to arise. 
Their position in the Goveninient would presumably ensure 
that the general administration of such subjects would 
be in harmony with tbe views of Parliament, and tiiat 
there would seklorn be occasion for the Secretary of State 
to interfere by express direction or veto. But the official 
members Avould hft part of a Government containing, if the 
system were working successfully, a considerable popular 
element in intimate relations Avith the legislature. In these 
circumstances it seems certain that the official meniliers would 
not press their mews beyond the real requirements of the 
situation, and that the popular Anew Avould rccehm the i'ullt.^st 
co]isideration. In most eases we should anticipate that Ihe 
GoAniTiment avouM be able to reach united conclusions, vdilch 
would not infringe the responsibilities Avhich Parliament 
Avonkl look to the GoAmrnor General and the Secretary of 
State lo discharge. When, howeAmr, there Axas an irreconcil- 
able difference of opinion between the two elements in the 
GoA^ernment, it would be for the GoA^ernor General in con- 
sultation, where necessary, Avith the Secretaiy of State to 
decide Avliich aTcav aa^os to be supported. If he accepted the 
popular Anew, the official members would have the right to 
record the grounds of their ojnnions and have them transmit- 
ted to the Secretary of State, and Avould thus knoAV that tlioy 
had^ discharged their responsibilitie's. by referring their diffi- 
culties to the ultimate authority, Avhose purposes it Avas their 
duty to safeguard. It may be supposed, hoAveAmr, that in 
matters avMcIi raised such issues the GoAmnior General would 
be reluctant to reject the AueAvs of his official members. In 
that case the elected members might either acquiesce, or they 
might, Avhether as the result of pressure from their supporters 
or of their oAvn personal convictions, tender their resigua- 
lions. ^If the elected membciAS resigned on any such issue, it 
is possible that tbs Govenior General would be unable to get 
other members AAith a political following to take their place. 
In such an . event he would be thrown back on the expedient of 
replacing them either by., non-officials Arith no popular folloAV- 
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ing or iincomieeted with politics, or in the last resort by addi- 
tional officials. If this haj^peiied the progress towards th® 
development of responsible government would be interrupt- 
ed, but there would be no question of suspending the consti- 
tution, and the (Tovermnent would continue fo functioiij though 
it would have to encounter the hostility of the legislature. 
The situation however would be no worse than if an unpopu- 
lar measure or policy had to be pushed through or under the 
system sketched ])y the Statutory Commission. (.)n the other 
hand, v/e are disposed to think that forces Avouid be at work 
tending to restore the situation. ACe contemplate, as Ave haAm 
said, that the legislature v’ould through the elected members 
huAm real iiOAver to pursue its oaa'ii policy oA^er a Avide field. 
It seems unlikely that it Avould for a long loeriod deprive itself 
of consk’uetiA’e power over pohey merely in order to register 
its chssatisfactioii at .some particular measure. The greater 
the power the legislature had acquired, the less Avould it be 
likely to persist in such a course. 


1.17. Possibilities of deliberate obstruction. — We must 
make it plain that the above argument proceeds on the basis 
of a general desire to AAmrk the constitution. We haAm not 
OAmrlooked the possibility that in the earlier years of any new 
constitution there may be a party whose object is to exploit 
all political difficulties Avith a Anew to Avresting from His 
Majesty’s GoA-ernment further political advance. The exist- 
ence of such a party Avonid undoubtedly increase the probahi- 
iitii’s of the GoA'ernor General being deprived of the sujiport 
of the legislature in carrying on his GoA^emment, and being 
throAAui l)ack for a time on an almost completely official com- 
position. We should greatly deplore such a oontingeiicy, 
but, if necessary, it would have to be faced. In the long nui' 
AA"e belieA'e that the forces of reason and orderly pi'ogress- 
Avonld triumph OAmr those of negation and obstruction. 

118. The scope of the popular element in such a Govern- 
ment. — Hitherto Ave haAm been considering AAffiether the kind of 
GoA^ermnent Ave haAm sketched Avould be capable of main- 
taiiung the objects which Parliament Avould wish to safe- 
g'u.Ard, and whether in so doing it would he likely to retain 
the popular element. We turn uoaa^ to the Avide scope of 
actiAuties and responsibilities Avhicli AA'onld. present itself to' 
the elected members of the GoA^emment. In the first place 
thev would Avithin the GoAminor General’s Council be en- 
abled to press their vioAVS on all subjects, vuth knoAvledge- 
of the strength which these vieAvs must .derive from the sup- 
port of the legislature. In the second ’place there is a, large' 
sp.’''cre Aw'th Avhleh Ave should hope Parliament would not find' 



it necessary to concern itself. Throughout this sphere we 
contemplate that the Governor General would he guided hy 
the advice of those of his Coimcil who represented the wishes 
of the legislature, and we would suggest that the Instrument 
of Iiistruetions t^the Governor General should contain a 
definite provision to this elfect. A convention of this kind 
woxdd offer a wide field for constructive work and for 
practice in the art^of formula ting and carrying through 
a popular policy, and thus the foundations of self-government 
at the centre would be laid. TJie official ineinbers of the Gov- 
ernment would express their views and give counsel on these 
matters, but it would be recognized that here their primary 
duty was to see tliat the purposes of Parliament were not in- 
fx’iug'cd. 

119. Members not removable by the legislature. — Prom the 
point of view of maintaining the unitary character of the 
Government, we think it important that the members o£ 
Govej’umeut chosen from the legislature should not be subject 
to direct votes of censure by the legislature or regarded by 
convention as liable to removal by that body, and that their 
salaries, like those of the official members, should not be sub- 
mitted to the vote. It might be that the elected members lost 
popular support through no action of their ovm, but as the 
result of measures taken by the Governor General iu ezei'cise 
of his responsibilities to Parliament. If that were so, 
nothing would he guiued by attempting to select new members 
from the legislature, for the act of joiuiug the Government 
would in such case deprive them similarly of popular support. 
If in these ciremn stances the e-s:istiug elected members were 
prepared to remain in the Government, the Governor General 
would clearly not v/ish to change them. But one or more of 
the elected members might lose his following for reasons 
other than his association v'ith n Government which in dis- 
charge of its responsibility to Parliament had felt obliged 
to take action bringing it into conflict with the Indian legis- 
lature, In that case the Governor General would naturally 
see whether he could find other members of the legislature, 
who would more truly represent its views on those matters 
in -which the framing of policy would primarily lie with it. 

120. Objections to a Government of this type. — ^We are 
conscious that it is easy to take objection to a constitution 
drawn on the lines which Ave haA^e attempted to indicate. It 
involA^es. a form of dualism Avithiii the Government, it -will not 
work' harmoniously without goodAvill, it can be attacked on 
the one hand on the ground that, owing to the strong influence 

. of the elected members and the legislature, the responsibili- 
ties Avhich the Government of India owe .to Parliament will 
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not be fully discharged, it can be attacked on the other hand 
for its failure to offer clear cut responsibility on the popular 
side. Most of these objections are iiilierent in any attempt 
to share power. For the success of any such attempt it is 
necessary to assume a measure of agreement. Without this 
no constitution will function satisfactorily. It may be that 
some other method than the one we have adumbrated cun be 
devised. But let the main elements of the problem be 
I'emembered. The executive mnst own responsibility in ' 
certain matters to Parliament. The legislature must on any 
supposition have a substantial popular majority. If a 
comi:)leteiy irresponsible exeeihive is confronted bj' a 23re- 
domijiantly popular legislature, the result must be intoler- 
able friction. This is recognized by the Indian Statutory 
Commission, who have made certain proposals designed to 
reduce the probabilities of friction. We feel that those pro- 
posals ]3oint in the right direction, but that in order to 2 )ro- 
duce a workable system of Government they must be inter- 
preted and dcveloimd somewhat on the linos which we have 
sketched in the j^receding paragraphs, and that it is essential 
to their -working that Parliament should he willing- to define 
with sufficient clearness the purposes for which it might deem 
it necessary to intervene. There may he other possibilities 
more acceptable to Indian 02 -)inion, and we consider tliat any 
alternative proposals that may he put forward to safeguard 
the i^nrposes of Parliament should receive fnU consideration. 
We have already exjDlained what aiojoear to us to he the 
serious difficulties of any statutory and rigid distribution of 
subjects of administration to distinct ^lortions of the executive 
with different responsibilities. If, how'ever, it would help 
the admittedly difficult 23osition of the popular members 
under the unitary scheme we have outlined that the con- 
ventional diffision of responsibility within the Government 
should be formally recoguized, we should be prepared to 
make this sacrifice of the forms of unity, provided we might 
expect to maintain such a degree of liarmony and co-operation 
between the Cvo elements in the Council as would secure to 
the popular element training and experience over the cvhole 
field of Government, and to the official element reasonable 
support ill the legislature. 

121. Powers of the Governor General. — To comiilete our 
picture of the central executive it is necessary to consider speci- 
fically the powers which the Governor General will exercise 
and the position lie will occupy. It is evident that the -powers 
of the Governor General in relation to the legislature mnst 
remain- unimpaired. lu regard to legislation he must retain 
his existing powers of previous sanction and assent, and of 
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stopping proceedings on any bill Avhich in Ms opinion affects 
the safety or tranquillity of British India. He must also 
retain his power of securing the passage of essential legisla- 
tion by means of certification. We think, however, that the 
procediire of certification might well be made more simple 
and elastic. The G-ovornor General should also retain his 
emergency power to make ordinances. In regard to the pro- 
vision of money, the Governor General would keep his exi.st- 
ing ]jov,’Gr to authorize, in cases of emergency, such expen- 
diture as might,' in his opinion, lie nece.ssary for the safety 
or tranquillity of British India. TJie i^ower of i-estoring de- 
mands which have been refused by the Legislative A.ssembly 
is placed by the existing Act in the liands not of the Governor 
General hut of the Go^-ernor General in Council. We think 
that in the new constitution this power would more appro- 
priately be exercised by tlie Governor General. It vnll not 
be desirable to bring the Governor General in Council un- 
inecessarily into conflict with the Assembly. The general 
principle of the suggested constitution is that the- poxver to 
overrule the legislature should reside in the Governor 
General and we see no reason why this principle should in this 
one case be ahancloned. It seems to ns wiser to place the 
responsibility for securing supply, as for the passage of legis- 
lation, directly on the Governor General. 

The relations of the Governor General with his Council 
will be fnndaraeutally changed by the provision that mem- 
bers should he appointed by the Governor Gejieral instead ol 
by the Crown. The elaborate provisions contained in section 
41 of the Government of India Act for the Governor General 
overruling his Council will no longer be required. Techni- 
cally indeed the Council will cease to l)e the colleagues of the 
Governor General and will become his advisers, and it will 
have to be made plain by statutory provision, either direct 
or indireel, that if the Governor General sees sufficiem. cause- 
he may act otherwise than in accordance with the ad'vice of 
his Conncii. Wo have already explained iii paragj'a]fii 116' 
what wc anticipate would he the possibilities open to tlie offi- 
cial and to ilie jiopnlar members when action is takeii not in 
accordance aCLj llieir advice. The appointment and <lismi.s- 
sal of nieujbej's of the Council the Governor General will 
be subject to the superintendence, direction and control oft., 
tlic Secretary of State. It may be expected that the Secretary 
of State will not as a rule wisli to he consulted in regard to- 
the ]jopular members. But we should anticipate that he Avoiild' 
find it necessary in the discharge of his own responsibilities 
to require that the Governor General should not take action 
■to appoint or to remove any official member without his speci- 
fic concurrence. 
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122. Potentialities of development. — It must be expects cf 
that any scheme of guveriiment at the centre will be judged 
by Indian opinion on the promi.se it affords of development 
into full re,s]joii,siiuiily. IVe think that the .suggested form of 
unitaiy government leaves the path open for sucli develop- 
ment on natural lines, and this is in our view perhap.s its main 
attraction. Ko abrupt changes would be required. As J.^ar- 
lianieiit recognized that the Indian legislature did not desire 
to pursue a policy ijiconsi stent with the fundamental purposes 
which .Pa vli.nmeni wished to secure, the occasions for mlcr- 
lerence would become le.ss fi-equent. Simultaiieoinsly the 
necos.sitv' for ret.aining the official element hi the Council 
would diminish. This clemout would with the a]iproval of 
Parliamtmt gradually be reduced, leaving Avhat would in 
effect he a Government prog'res.sivoly re.sponsible. Develop- 
ment would come, hy normal constitutional cnmlutioi!, through 
the Avi.so use liy the Indian legislature of its opportmiitjos. 

.such time as India i.s aide to make her oavu provision 
for defence and internal security, we recognize with the Com- 
mission that special arrangements would he necessary for 
these subjects iuid for foreign policy. But over the rest 
of the field Ih.c pn'occss we har^e indicated might continue 
without iiirurruption. This natural grorvih of the power, s of 
the Indian legislature, through Parliament permitting its mvn 
powers of control, retained for specified purposes, to fall 
into disuse, could be accelerated if the interveiiiiig period 
were used to fulfil certain condition.s, by which Parliament 
might he reasonably assured that its purposes were secured. 
As regard, s minorities, Parliament Avoiild no doubt require 
that adequate provision based on mutual agreement should 
be made foi- their rights and interests. In the spheres of 
finance, commerce and railways, wc indicate below the con- 
ditions on which progress seems to us to depend. Finally, 
when Parliament had been assured of the successful Avorking 
in the proAuncial field of the transfer of larv and order, it 
might be Aviliing to see the central admini.stratioii of tliis 
.subject placed in popular Irands. When matters of this sort 
had been satisfactorily adjusted, a wide and definite transfer 
of poAver. might take place, for the completion of this task 
Avould furnish proof to Parliament of India’s ability to 
•assume responsibility for those subjects, over which Great 
Britain A\muld at present be likely to feel it necessary to retain 
a measure of control. In the meantime the preparatory work 
leading up to this transfer of poAver might be carried out, 
with perhap.s a large measure of unanimity, by the land of 
■ rxnitary gwernment containing a popular element which aa'c 
have sought to portray. ■ - ^ 


r 



114 


THE CENTRAL LEGISLATURE. 

123. Two preliminary points. — We began our considera- 
tion of the problem of the central executive by presenting 
a general picture of the existing constitution of government 
at the centre, and the way in which it works. We discussed' 
the relations heiw^eeii the cxecuthx^ and the legislature, and 
gave some prominence to the importance of trying to establish 
reasonably harmonions relatioiis between them. We aeceijled 
the view of the Commission that the present popular charactei* 
of the legislature should not l3e impaired, and made certain 
suggestions which seemed to u/s to flow from that conclusion 
for the construction of the central executive. The next 
matter with which we must deal is the composition or the 
central legisiatui'O. There are however tv;o prelinunaiw 
23oints Avhich Ave Avisii to take. They are ]'jerhaps sufficiently 
o})\'ious ill themselves, but aaoj think that it may be an 
advantage stale them. The first is again to emphasize 
the close inter-relation lietAveen the tAAn questions of the 
conslruction of the exeeutivo and the composition of the 
legislature ; the second, Avhich indeed folloAVS from the first, 
is to disclaim an\' intention of putting torwai'd suggestions 
here and uoaa^ to gAe the central legislature its final form. 

124. The central legislature and public opinion. — The re- 

construction of the Indian legislature is perhaps the least 
vivid of the issues Avhich IiaAm arisen in the recent political 
life of India. Under the present constitution the Iaa^ 
chambers Avere constructed on principles Avhicli accorded Avell 
with the sentiment of the country, and it is possible that if 
India had not heen formally confronted Arith the occasion 
for bringing under review eAmry feature of the constitutioir 
comparatiA'cly little attention would harm heezi directed by 
practical necessities to this portion of the structure. Ro 
far as Indian constitutional ihouglit has expressed itself, it 
does not stray far from the princip},os which the present 
legislature reflects. For the Assembly a number of the 
earlier schemes, and later the Nehru report, proposed a basis 
of adult suftrage, but it is perhaps a not unfair comment 
that these proposals were either the results of study of 
systems developed in other countries, or were put forvmrd 
as a device tor siirinonnting commiiual difficulties. Though 
some proAdneial committees" recommended a limited element 
elected hy -proAfineial legislatures the general trend of op)inion 
has fuAmur of a directR elected, but . enlargedj 

Assembly. The- alterations proposed by theUndian Central 
vommittee are matters of detail rather than of jirinciple * 

moimiiation is used to remedy inequalities in representation! 
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to retain ofricials, and to iutrudnee experts rritbout tlie right 
to vote. 

At- regards the upper iiouso the prospect of a unicameral 
central legiylaturc makes little appeal. The structure of the 
(.,-ouncil of Htate has attracted little attention. It is true 
that the Kch.ru rejmrL pro]iose(l to compose it through indirect 
election h\' the provincial euaucils after the method of 
proportional representation, but the general trend of pro- 
vincial opadon Liar’es the Council of State much a.s it is now, 
and the Indian Central Conmiittee vould. alter it only so far 
as to incren.se its rmmliei’s. 

125. Indirect election proposed by the Commission . — We 
now have before ns the recommendations of the Commis- 
sion for radical changes in the construction di both chambers 
ai'd tiie substitution of indirect for direct methods of 
election. The views on these recommendations expressed by 
local Governments show considerable divergencies, and 
opinions within each Government are often divided. The 
generai impression, however, conveyed to us by the reports 
of the provincial Governments is that public opinion is not 
favourable to the changes which the Commission propose. 
So far as opinion has yet been made articulate, it appears, 
among Hindus, to he hostile to indirect election ; and, among 
Muslims, to be divided according to calculations of its effect 
on the representation of the community which it would secure. 
We cannot regard as final any of the views yet expressed. 
If after full consideration Indian opinion were to pronomice 
clearly in favour either of indirect or direct electioji, we 
woulcl only on very strong grounds advise His Majesty’s Gov- 
eriiment in a contrary sense. Our own view is that on principle 
the arguments in favour of direct election as the ultimate 
system for a Federal x'Vssemhly are the stronger, but we find 
definite practical advantages in the scheme of indirect 
election which the Commission put forward. The task, there- 
fore, which v'c shall set oui'selves in the paragraphs which 
follov/, is to try to set out as fairly as we can some of the 
meiits and demerits of the tv/o systems of Glcction, direct and 
indirect. Bnt v/c defer our own final conclusions imtii the 
matter has heeji thoroughly discussed at the Eound Table Con- 
ference and Indian opinion has expressed itself fully. 

It will he convenient to deal first with the xissembly, jmfl 
then with the Council of State. 

The Lower House. , 

126. The federal principle. — The Commission have pro- 
pm.sed that the Legislative Assembly should be reconstituted 
as a Federal Assembly* “ the members of which would no t 

, *yoiume Ir, para. 135. 
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1)0 diioctly elected by eonstitiiencies of voters, but wooid be 
mainly elioseii, in proioortions which we shall have to indicate, 
by the pro\ incial councils If the central Government is 
to develop on federal lines, the tVnnmission consider that"' 
the adoption ol a method which will represent the provinces 
as such at the centre is extremely desirable and seems 
almost essential tor the ultimate inclusion of the Stales, It 
may ])e that tlie ‘representation of provinces by indirect 
election might facilitate at a later date the rcx^resentation of 
the States in the Federal Assembly, Ijirt we would make two 
comments. The first is that it is far from certain that federa- 
tion fo]‘ the vliolo of India will come about by the inclusion 
of the Slates in the Assembly. It may be that some new 
federal (n*gaii will be developed. The second is that even if 
the Stales did <i'nter the Assembly, it does not appear to ns to 
he iiGcessar'c that the method of representation of the States 
and the provinces of British India must be uniform. Wo 
should therefore hesitate to put the federal argument of the 
Commissi^)!! loo high. 

127. The representation of provinces. — More substantial 
s-tppcjrt for the principle of indirect election by provincial 
councils is found in the general relationship which the Com- 
mission desire to establish between the centre and the pro- 
Mnces. They remark that it is imf^ortant that the provincial 
mew should be brought to bear upon central administration, 
the more particular function which they have here in mind 
])eiug the provision of revenue by the central Government 
for distrihutio]! to the provinces. So far as this function is 
to he exercised- through the medium of the provincial fund 
proposed l)y the Commission, we may observe that decisions 
affecting this fund will I)e only occasionally before the 
Assemldy, and it might be argued with some force tiiat, in 
determining the composition of the Assembly, we should have 
regard to its suitability for dealing with the broad political 
isbues that will normally be before it, rather than with a 
function performed onA at infrequent intervals. According 
to Sir Walter Layton’s scheme, however, the improvement 
of the financial position of the provinces will depend very 
largely on the surrender to them of central sources of revenue, 
picl from this it would follow that they would have a direct 
interevst in the whole financial administration of the central 
Government. This is a consideration of great importance^ 
and it would not be unnatural for the provincial Governmeit^ 
to seek some moans of protecting their interests, and for this 
reason to support the substitution of indirect election by the 
provincial councils in place of direct election to the Assembly. 
At the same time there is room for some misgiving whether 
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£0 great a degree of provineializatioii would be desirable in 
tbo lower bouse of the central legislature. The consequences 
on central administration might 1}e serious, and might result 
in a policy unfavourable to the general interests of the 
coimtiy. 

12S. The responsibility of the member. — Another argi^- 
ment advanced by the Commission is that the method of 
indirect election may he expected to afford ^ a closer nexus 
l)ctwcen the member of the Federal Assembly and the provin- 
cial council The argument is based on the view Avhidi 
the Commission have taken of the general operation of the 
directly representative system, aud tlieir conclusion is that 
as the members of the Assembly cannot he subject to 
any real control b}" electors in territorial constituencies, lliey 
would feel greater responsibility to a provincial legislature. 

shall revert in a later paragmph to the question of the 
size (if constituencies under the direct method. Here we are 
concerned only with the relations which the Commission desire 
to encourage betAveen the Federal Assembly and the pro- 
vincial councils. ^Subject to the remaiAs which we have just 
made, we appreciate the advantages of establishing a liiik 
betrveen the central and provincial legislatu3*es. Indirect 
election by the provincial councils is probably the best method 
of securing that purpose ; hut it rvoiild still seem open to 
question whether the provincial contingent at the centre 
would acknowledge any real responsilulity to the provincial 
councils. It must he remembered that members of the 
Assembh" will retain their seats ewm vdien provincial disso- 
lution has brought about the disappearance of the electors 
W'ho returned them ; and if elected, as suggested the 

Commission, under the method of proportional representa- 
tion, the tendency of each representative would be to look 
only to the particular group or interest which elected him. 

In effect, so far as the Commission’s scheme of indirect 
election rests upon the requirement of provincial representa- 
tion at the centre and the need for a greater sense of respons- 
ibility on the part of the member, a dilemma is x^roduced. 
Either' the provincial contingents would be controlled by the 
proA^incial councils, and the central legislature be excessively 
X:)rovinciaiized ; or they would not he controlled by the pi‘0- 
vincial councils, and the resiionsibility of members to those 
who elected them might be even less than under the existing 
method of direct election from large general constituencies. 

129. Proportional representation —The Commission claim 
that if use 'were made of -proportional representation, in 
selecting merabei^s for the Federal Assembly, it would, be 
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possible to get rid of specific provision for separate coronmnal 
representation. The Federal Assembly wonld no longer liave 
to be constitnted by the present method of classifying cons Li- 
tueneies. At the outset the system would no doubt produce 
reflection of communal divisiojis. But in pjrnportion as gene- 
ral considerations came to bulk more largely in tlie political 
judgment of tlie provinces, it would (nialfio members to be 
returned to the Assembb,' nn a more general view of their 
merits and political opinions. A result of that kind, invol'o- 
ing an automatic decision ui conimnnai chums, vmnld iri our 
judgment be uji attractiv;:- feat are of anx' scheme, and n-e 
would hesitate to reject any plan which 2 jromisod to get 
rid of jJrecise eoinmiui.al ])ro]j. Tiioiis in tin- conpDosition of 
the legislature. But just a.s in the •alnsence of agreement 
bel.ween the two major communitios seijarate rei^resentatiou 
for Muslims in the provincial councils must continue, and an 
adequate number of seats must 1)e guaranteed to them, so 
ive think that the qne.stion of the abandonment or the reten- 
tion of direct represeii ration at the centre ought to depend 
vei'v largely up'ui the attitinic v;];ic]i eommunitic.s may adopt 
toward, s such a proposal. Bubject to this, and ajr.art from 
our own views on the more general asioects of indirect elec- 
tion, we wish to make it clear that we do not undervalue its 
possibilities as a means of avoiding sjrocific communal re- 
presentation at the centre. 

130. Personnel. — The Commis,sion have not alluded to. Jhe 
possible effects of indirect election on the 2 )ersonnel of the 
As.sembly. There is, however, a body of ojrinion which sug- 
gests that the choice of the provincial legislatures would Ire 
more judicious than that of iropular electorates, and further 
that if election were to be indirect, jjerson.s of local po.sition 
and experience, wlio are at irresent umvilling to face tbe 
trials of popular elections might be more ready to come for- 
vard. We doubt whether the expectation is very securely 
founded. 0.ae result of employing the machinery suggested 
by the Oommission would very possibly be to iudnee jurlitical 
associations or parties to make special efforts to capture 
seats in the provincial councils, not on provincial issues, but 
in order to secure the retuni of members who could be relied 
ujoon to vote for candidate.s of a particular type to the central 
legislature. 

131. The confusion of electoral issues. — Indeed, the role 
which under the Commission's scheme political associations 
might play in central and promncial politics raises issues im- 
mediately relevant to the .success of the new constitution. 
Under the method of indirect election, it will be the first con- 
cern of any party wishing to enter the Assembly to secure its 
own electors in the provincial legi.slatures. The whole 
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weight of all-India political aboociations \VuLild. Iherefort!, be 
directed upon the local leghslalures, whore the novel experi- 
ment in the use of the ti'anbierahhe vnt- v/ill tend to 

throw the business of the eloctioiib iniu the Inr-els ot' party 
managers. Again, the Conmiission appear to assume 
that lhe judgment of the primary elector wdi Ino'e 
regard o]l provincial issues to the ^particiiiar ]Joli- 
cies oi' candidates and on central issues only to hielr gene- 
ral suitability as electors for the caadral legisla- 
ture. We doubt whellier olc(do]’al irainpai gns would iii ])rac- 
tic(^ observe these limits, aiu! we slioiild exp^ud that the 
simullaueous reference of central and provincial issues to 
the electorate will have a disturijing effect. There is reason 
to fear that developments on those lines v/ouhl inlrodnce 
disxu'gent issues into provincial })olitics, and invest tliem Avith 
an element of confusion and unreality. We regard tins as 
a real danger in tlie lylan of indirect election ])y ]_)roAincial 
councils. 

1 32. Dissolution. — There is another nndesirable feature of 
indirect election as a means of constituting the Assembly 
wliieli seems to ns to be of importance in regard to the posi- 
tion of tile executive. The Commission describe^ the in- 
conAmniences AA^hrch may arise AAdien a general election be- 
comes necessary on the expiry of the . life-time of the 
Assembly, Means are devised ]}y aaTicIi in such eifeum- 
stances the minimum of disturbance of proAuncial legisla- 
tures may bo caused. It is, we presume, on similar grounds 
that the Commission luiAm pro'posod that the Assembly should 
have a fixed life, and in fact there AA^ould bo difficulties in 
combiniiig a liability in the Assembly to dissolution with a 
similar liability in the proAuncial legislatures. We agree AAuth 
the Commission that on the one hand general elections in pro- 
AuncGs cannot be entirely dependent on the necessity to re- 
constitute the Assembly : and, on the other, that thy choice 
of memlAers of the Assembly cannot be left to proAuncia] legis- 
lators, AAdio have not been in comparatWelA^ recent touch AAoth 
the electors. The proposals of the Commission gWe this 
degree of security to proAnueial legislatures that at the worst 
tho.TQ. is a gnarantoG of tAVO years life, and the date of com- 
pulsory dissolution is known. If, hoAvermr, tlie Assembly itself 
Avere liable to dissolution, the tenure of all ]}roAdncial legis- 
iaturOvS, Avliich had still more than three years Tfe before them, 
would be insecure. It appears therefore that on practical 
grounds an indirectly elected Assembly must be incapable of 
occasional dissolution, and Ave consider that this must defi- 
nitely be regarded as an' objection in the scheme. It may be 
argued that the weapon of occasional dissolution could pro- 
bably not be effectively rused in any circumstances Avhich could 
b e expected to prevail during the next foAA^ years but avc should 

TI, para. 135. ^ 
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Since eight legislatures will be empowered to create a single 
legislature, somewhat larger than any one of them, and 
containing under the Commisvsioii's scheme approximately 
250 members, we would anticipate two results. IVe would 
expect that the members of provincial legislatures, as 
electors, avouM l')e called upon to express a number of pre~ 
foirmces, which must uomially exceed thirty and may run to 
ccnisiderably larger figures. We have been unable to discover 
any sufficiently analogous precedent from wbicb to judge 
how the system of proportional representation, when applied 
on this scale, may be expected to function. The second result 
of the system is that the niunber of votes whicli would suffice 
to secure a candidate ts election by a provincial legislature 
would be on an average from province to province as small 
as eight. The use of restiicted quotas for a system of elec- 
tion, which must he secret, causes us considerable anxiety, for 
wo cannot but attach importance to fears already expressed 
that a wide <Ioor is thereby opened to the employment of im- 
propei' methods. Moreover, as we have already said, there 
is nxison to doubt whether quotas so small will in fact induce 
any real sense of responsibility in the successful candidate. 

On the sum of these consider atioius we would ourselves 
incline to the coiiclusioii that a method whereby the Assembly 
wmuld be wholly or mainly constituted by indirect election 
would not be suitable. The certain objections seem to us to 
outweigh the j.^ossiblc advantages. 

134. A mixed system.— On the other hand, in view of the 
I’cal advantages offered the indirect method, we think that 
it deserves consideration whether these advantages could mjt 
by some means be attained without invohdng the o])jectin3is 
to which we have drawn attention. 

An AsvSembly comprising elements drawii from both direct 
and indirect election, securing on the one hand ^M-erri- 
torial representation through indirect election by provincial 
counffils, ajid, on the other, the representation of the alh 
India point of view and of special interests partly by direct 
election and jjartly by nomination, might secure advantages 
and eliminate disadvantages on both sides. Such a method 
of constituting the Assembly would* admittedly still be open 
to the disadvantage that it would remove the possibility of 
making an effective appeal to the country in the event of dis- 
agreement betw’'een the executive and the legislature ; and 
for this reason we are doubtful whether such a plan would bo 
permanently suitable in the later stages of the development 
of the constitution. But it is arguable that this objection need 
not bo conclusive before complete responsible government at 
the centre is introduced. As a transitional arrangement 
during the period, when the relations 1 between the centre and^ 
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torate is held together by agrarian, commei’cial, pro- 
fessional and caste relations. It is through these 
relations that a candidate approaches the elector, 
and in this way political opinion is the resiilt partly 
of iiicliAodual judgment, bnt to a greater extent than elsew’nere 
of group inorenients. These relations and groups provide in 
Indio a means of indirect contact between -s'oter and member, 
reducing the o]3stacles which physical conditions entail, hlore- 
ovor, ete are impressed -by the further consideration that ten 
years ago Parliament of its orm motion set up for the first 
time a directly elected Assembly, representative of tlie whole 
of Lidia. That Assembly, in part perhaps because it is 
directly elected, has appealed to the sentiment of India, and 
sown the seeds, as yet only quickening, of real repregenta- 
tion. Accordingly, unless new considerations of greater im- 
portance have to be taken into account, we feel reluctant as 
yet to condemn an experiment undertaken so recently in a 
coniitr}- awakening to political consciousness. 

136. Advantag’es and disadvantages. — On these general 
grounds we would hesitate to hold that the orthodox method 
of representation bj’' direct election is unsuited to the condi- 
tions of India. It 'may be admitted that during these ten 
years direct election has not achieved all the results which 
Parliament perhaps hoped, nor has it overcome all the ob- 
stacles v/hich the vast size of the country and the eomplicatioii 
of separate electorates impose. But in many ways its success 
has been growing, and it has contributed to the strength of 
the Assembh' as a focus of national allegiance. On the other 
hand it would not provide that expression of provincial views 
as such which may be judged desirable in the new conditions 
contemplated by the Commission. In financial matters, 
in particular, this defect may be serious. But, as against 
a pnain alternative of indirect election, we beh'eve that the 
balance of the argument is in favour of the maintenance of 
direct election. 

137. Summary. — have now examined brief] v the 
methods of direct and indirect election. Fo]" the circum- 
stances which exist to-day in India there is no_ parallel in 
constitutional history, and the question is adniittedly very 
open. The opinion of provincial Governments is dmded in 
regard to it. WithoTit forming any final conclusion, we have 
expressed a preference for direct election, but hp'e suggested 
that it may be found possible to devise a combination of the 
direct and indirect methods, which might go far to reconcile 
the different considerations which have force on either side. 
One of the two preliminary points which we took, when ap- 
proaching this question of the composition of the Indian 
legislature, was to disclaim any intention of suggesting its 
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to make a diminishing use of nomination for the inclusion of 
oiiieials. But the necessity for maintaining strength in the 
Central Government foi'bids too drastic a limitation 
of the Governor General’s power to secure some measure of 
assured parliamentary support. We hope that the necessity 
for the use of that power tvill final!}' disappear, but in pres,ent 
eondiiions vce consider its retention a wise precaution. Yve 
would therefore impose the present maxinium on the nomina- 
tion of officials, ])ut otherwise lea're the discretion of the 
Governor General in his choice of official or non-official 
nominees unrestricted. 

139. The size of the Asse'mbly and its life-time. — The 
total number of the members of the present Assembly is 145. 
We coinsider reas'mable the general desire for some enlarge- 
ment, but practical considerations must, we think, control the 
increase in membership. There are limits to the number of 
officials who can sit in the Assembly, and limits also to the 
extent to vchich lu'mination can be used without emhai’rassing 
3'esnlts. While we agree to some reduction in the existing 
proportion of nominated to elected members, it is essential 
that the relative strength of the former should be sufficient to 
enable tiu-nn to discharge the functions which wo have 
described in the preceding paragraph. Our general aim 
therefore Avould be a house somewhat larger than at present, 
and we should contemplate a maximum strength of 200 
members. We should expect detailed and local examination 
to show that constituencies, which arrange the presenl el-ceto- 
rate in suitable groups, and maintain the existing provincial 
proportions, need not number more than about 150, and that 
a maximum^ strength of 200 members would be appj’opriate 
for a honse_ including also representatives of special interests, 
and a nominated element. 

We accept the proposal of the Commission and of the 
Indian Central Committee that the life of the Assembly should 
be five years. 

140. The franchise. — The problem of the franchise for a 
directly elected Assembly has naturally not presented itself 
to the Co mm ission, and in consequence has not elicited any 
expressions of opinion from the provincial Governments. It 
was not meiitioned by the Indian Central Committee. If 
direct election is retained, we would be disposed to favour 
some extension of the franchise, in view of the smallness of 
the present electorate and its general character. Anj reduc- 
tion in the proportion of the nominated element in the 
Assembly, official and non-official, . Avhich at present alone re- 
presents the unenfranchised and inarticulate, makes an ex- 
tension of the franchise more desirable, and we think that the 
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iranchise qualification should be investigated by tli-e Fran- 
ehiso Committee, ■with iiistimetions to make suggestions for 
a reasonable extension. 

141. Constituencies. — We do not desire to cover again the 
ground of eommiiiial representation and the forms which it 
might rake, so fully explored by the Commission. ■' 'We are 
in accord noth 4:heir general conclusions and, in the 
absence of agreement at the centre, would feel bound, 
in a directly elected As.sembly, to retain communal representa-,,-^ 
tion, derived from separate electorates, approximated.^ 
its present proportions. The territorial eonstitjiigneies 
would t'i'ierr be differentiated as non-Muslim, MjtslTm, Sikh 
and European. We would keep the existing distribution by 
pro'vinces, unles,s on further examination some modification 
seemed necessary and feasible, but we wjjuld aim at eanying 
into effect the. proposals of the Commission for the elected 
representation in the Assembly of the centrally administered 
areas. The- special interests to he represented by election 
might continue to he those of landholders and Indian com- 
merce. We think it important that European commerce 
should he directly represented in the Assembly. 

142. Illustrative statement. — While "^ve lia^’-e left open 
the question whether the Assembly should be constituted by 
direct or indirect election, we think it may be an advantage 
if we show in detail the composition Ave AA^ould suggest for a 
directly elected Assembly. The Assembly Avoiild have a 
total maximum strength of 200 members, including 150 mem- 
bers returned by territorial constituencies. The 50 remain- 
ing seats AATmlcl he filled by the return of 12 members by 
direct election to represent the interests of landholders and 
Indian eoimnerce, and by the nomination of 38 members. 
The former category would include, as at present, 7. repre- 
sentatives of landholders and 5 representatives of Indian 
commerce. The nominated category aa'-ouIcI contain a limited 
number of officials Avithin a maximum of the present figure 
of 26, and would provide for the representation -inter (-(lies of 
the depressed classes and labour, until conditions permit the 
use of direct election by these interests. 

The statement AA’hich aa'g append does not comprise all 
the 200 seats. It has bewn prepared in illustration of a 
possible distribution f)y proAunces and communities of the 
150 seats, which Avould be filled by election from the general 
territorial constituencies, and to shoAv a comparison Avith the 
existing arrangement. 
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The Upper House. 

143. The need for a strong second chamber. — ‘'The Coun- 
cil of State ”, the Commission remark,* “ represents the 
more conservative elements in the country and, in particular, 
sections of society which have most to lose by hasty and ill-, 
considered legislation”. We believe that danger 'of aiy 
iegislatii-'ii will long continue and that a second chrxhe 
will alwaj's be required as an element in the Iind, 
legislature. There are, however, reasons why at the prta- 
stage the Council of State should be composed with particin 
care. It is not proposed to have a form of purely popes 
gox'arumeni at the centre, and a unitary executive, howeh 
amenable to the influence of the Assembly, cannot be direy 
responsible to it. In these circumstances, we cannot eun 
that harmony between the executive and the lower house - .. 
always prevail, and the merits of administrative policy 
may not invariably receive that consideration which the 
executive ivould desire. It is of impoidance, therefore, that 
there should be a second chamber, -gw constituted as to be 
able to give to the executive reasonable and discriminating 
support. Again, the Governor General will continue to be 
charged with the duty of securing those purposes which 
will be the concern of Parliament, and it is desirable that, 
as far as possible, these powers should not be brought into 
plav in opposition to the wishes of the Assembly, until the 
decisions of that body have been reviewed by the calmer 
.judgment of the Council of State. 

144. Numbers and. qualifications of members. — The Coun- 
cil of State has in the past exercised to the great benefit of 
the country the functions which we- have just described, and 
we think that it should remain much as it is at present. We 
concur in the conclusions _ of the Commission that the 
numbers and the proportion between elected and non- 
eiected should be left unchanged, and that the qualifications 
for membership of the upper house should continue to be high. 
The present qualifications for membership are the same as for 
the franchise, and we agree with the Commission that they 
might in_ future be perhaps less vdde than at present. An 
enquiry into suitable qualifications might well be undertaken 
on the lines suggested by the Commission. . 

145. The electoral method.-— The present method of return- 
ing members^f the Council of State by direct election has 
been . successful in composing the upper liouse on suitable 
lines. Our ovm preference would be for maintaining the nro- 
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practice nominates a smaller number. We wonld hope that 
this discretion to reduce the nominations of officials might, in 
the future, be more freely exercised than at present and it 
might well be that if the method of indirect election were 
adopted, more frequent resort to nomination of non-officials 
might he necessary, in order to represent interests or com- 
munities which fail to secure representation through pro- 
vincial legislatures, 

147. Life-time. — ^Whether the Council of State is elected 
directh' or indirectly Ave agree Avith the view of the Statutory 
Commission that its life should he seven years. 

DEFENCE. 

Administrat ive prohlems. 

148. Connection of civil departments with the administra- 
tion of defence. — Having described the general administra- 
tive and legialatHe dispositions at the centre, Avhich appeal 
to ns to accord best with present conditions, Ave desire tc 
consider in greater detail how these dispositions vail affieci 
some of the more important of the departments of Govern- 
ment. The Commission have fully recognized the importancf 
of the subject of defence, which indeed constitutes one oi 
the most difficult of all the problems at the centre. Ir 
putting forward their scheme, they have been largely 
actuated, as they point out, by the desire to remove what rnighl 
othorA\'ise term a continuing barrier to constitutional progress, 
Any proposals designed to produce this result merit the mosl 
oarefnl and sympathetic consideration. We have already 
discussed the proposals for the exclusion of defence in sc 
far as thcA’- affect the structure of the central executive : 
and we have examined in that connection the suggestior 
that the removal of the control of the army from the 
GoA'ernment of India Avould clear the way for eonstitutiona] 
adAmncG. We will noAv endeavour to consider how the pro- 
posal Avould affect the army adnainistration itself. We have 
been impressed by the accuracy and insight Avith which the 
Gom:mssion have analysed the problem, and by the in- 
genuity of the solution wMch they propound. The essence 
of their proposal, as Ave understand it, is a mutual agreement 
between (treat Britain and India that for the time being the 
defence of India should be regarded as an Imperial" con- 
cern carried on in co-operation. AAuth, but outside, the. civi] 
adminisiration of the country. By a similar agreement, a 
•fixed total sum would be made available from Indian revenues 
for defence ependiture, subiect to revision at suitable in- 
tervals, The idea has undoubtedly many attractive features. 
We. have hoAvever, to ask ourselves two questions, first, 
whether, in the endeavour to aAmid a constitutional difficulty 
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of a special character, India may not fall into a greater 
danger by attempting to detach an important function of 
Ooverument from its true place in the organic whole : and, 
second whether the control of defence can as a matter of 
fact be isohited in the manner proposed. It has to he remem- 
bered (and experience in all countries during the Great War 
has hronght home this lesson very forcibly) that 
the administration of defence cannot » be made the 
business of one department of Government alone. 
Tiie successful conduct of war does not depend solely on the 
strength of the armed forces available, the manner in which 
they are raised and controlled, and their general state 
of preparedness, but upon the combined efforts of the Gov- 
ernment and the country as a whole. A modern war may, 
and generally does, involve all the resources of the nation. 
In considering the wider aspects of the defence prohlcin, the 
defence administration of the State cannot be dissociated 
from other branches of the administration, such as flnanee, 
maintenance of order and the quelling of chnl disturbances, 
posts and telegraphs, railways, trade, shipping and transport, 
labour, health, and even education. The efficiency of the 
fighting services depends to a large extent on the general 
effieienej" of the nation in these departments, and on theb 
degree to which the national resources have been, co-ordi-': 
noted in peace, and can be harnessed in war. The respon-: 
sibility of Government for defence is thus a joint responsi- 
bility. The Commission evidently had these facts in mind, 
for they have laid special emphasis on the necessity for 
continuing nnimpaii'ed the help and assistance which the army 
at present looks for and obtains from the civil administra- 
tion. If we have correctly followed their line of thought, they 
believe that the co-operation of the civil departments in the 
day to day administration of defence can he secured on the 
same basis of mutual agreement as is necessary to the in- 
troduction of their scheme as a whole, though the moans for 
ensuring such co-operation must in the final resort rest in the 
hands of the Governor General. We have to examine this 
assumption from the practical point of \new. 

149. Position of the Army Department under the existing 
system. — In the central Government as at present constituted, 
there is no fundamental difficulty in correlating the aeti/itias, 
and defining the responsibilities, of the various civil depart- 
ments in regard to defence. Questions, which are the joint 
concern of the army and one or more civil departments, are 
dealt with under tiie ordinary inter-departmental routine of 
tiie Govermnent of India, and decided ultimately, in the event 
of disagreement, by a r^eference to Council. It is tnie that 
the procedure is sometimes found to he cumbrous, and that 
the need for a co-ordinating institution, analogous to the 



132 


Conunittee oi' Impei'ial defence, is not infrequently felt. This 
IS at the most, however, a remediable defect in the adminis- 
trative machinery. The Government, in its present unitary 
form, does provide the means of solving departmental differ- 
ences, and precludes the possibility of deadlock. 

150. Our apprehensions regarding the position of the 
Army Department under the Commission’s proposals. — do 
not feel sure that this would still be the case under the arrange- 
ments proposed by the Statutory Commission. The Army 
Department would cease to be a constituent unit of _ tlie 
c<.‘.ntral Government. It could no longer rely on its position 
as a department of the Government of India for suppoi’t 
when claiming the co-operation of other departments, or (iii- 
deavoiu'ing to impress upon them its peculiar requirements 
er points of view. The burden of persuading a civil depart- 
ment in the last resort to take or withdraw any action in the 
interests of the army would rest upon the shoulders of the 
Governor General, whose task would he made no easier by 
the fact that the central Government had been deprived of 
its direct share of responsibility for defence. It is not, 
in. our opinion, merely a question of the provision of facili- 
ties in regard to recmitment, transport, and other matters. 
The Army Department is in contact with civil departments 
from day to day. At present it deals with them on an equal 
footing : but if it became an authority separate from the 
central (.fovernment, some friction would almost certainly 
ensue. The position of an excluded Army Department would, 
we think, be difficult enough even if the central executive were 
constituted, as the Commission propose, with an official ele- 
ment, and were not responsible to the legislature. But if the 
exclusion of defence fulfilled its avowed ob.ject of removing 
the constitutional barrier to complete self-government and 
the Army Department, administered by an Imperial agency, 
found itself in daily contact with a central Government 
responsible to the legislature in all respects, we apprehend 
that the possibilities of friction would be greatly increased. 

151. Arguments on the other side.— It is, of course, pos- 
sible that we have over-estimated these disadvantages. It 
may be contended that so far as the provinces are concerned, 
should effect be given to the constitutional proposals of the 
Commission, the co-operation which is needed for the snccess- 
M administration of defence must depend in the first 
instance on goodwill and mutual understanding (the ulti- 
mate power resting in the hands of the Governor General), 
whether the^ aimy remains- an integral part of the Govern- 
ment of India or not. In regard to the centre, it might fur- 
ther he argued that as a matter of fact confficts between the 
army and the civil departments are not frequent, and that it 



is hardly reasonable to assume that antagonism and opposi- 
tion will become the rule, and co-operation the exceptioji, 
mcu'cly because the army has been placed, for administrative 
purposes, under the Governor General. Though under the 
Commission’s proposals the army administration Avould be 
outside the Government of India, the responsibility of the 
latter to co-operate in the defence of the country would re- 
main unimpaired, and the powers of the’ Governor General 
would be in reserve to enforce that responsibility. It might 
also he questioned whether an army administration, excluded 
by mutual agreement from the Government of India, wi>uld 
be faced with any greater difficulties in securing co-operation 
and co-ordination of effort than an army administration form- 
ing part of a Government of India, which was in other 
matters responsive to the legislature. We do not ourselves 
hold these views, but we think it desirable, in coimection with 
so impoi’tant a proposal, to state the arguments on either 
side. 

152. In the legislature. — The removal of the Commander- 
in- Chief and the Army Department from the Government of 
India might lead to complications in the legislature. The 
Commission observe that the Army Secretary would be 
available in. the Legislative Assembly. He would however 
cease to be an official of the central Government, and, as that 
Government would be divested of its share in the respon- 
sibility for defence, he would act, not as its_ spokesman, but 
as the mouthpiece of an Imperial agency. His position in the 
Assembly as the official exponent of policies for which the 
Government of India were not responsible, would be in our 
view anomalous and embarrassing. There is already^ a ten- 
•dency to criticize the existing arrangement under which the 
Army Department is represented in the Assembly by a Sec- 
retary, and not by a member of the Government. We think 
that there might be greater cause for dissatisfaction if tlje 
spokesman on military matters were not even an official of 
the Government of India. The Commission indeed propose* 
that the Leader of the Federal Assenably should take charge 
of important debates on military subjects : hut although the 
Leader of the Federal Assembly might personally carry great 
weight, his role, in army debates, would he merely that of an 
advocate briefed for the occasion. 

Here again we do not overlook the arguments- on the 
other side. If defence were excluded from the Government 
of India by general agreement, the Assembly might tend to 
concern itself less with the details of army administration, 
•'especially if it were represented in a standing defence com- 

^Tolnine il, para. 170. 
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mittee, and had opportunities for the discussion of arinr 
policy, as the Commission suggest. 

153. Effect upon the Indian soldier. — Our arguments so 
far have dealt vdth the administrative objections that might 
be urged against the Commission’s proposals. There is 
another important aspect of the matter. The Corumissiom 
have stated'* in their report the main argument on rvhieli Iheir 
proposal is based. It is the principle that the protection 
of the frontiers of India, at any rate for a long time, to come, 
should not be regarded as a function of an Indian govern- 
ment in relation with an Indian legislature, but as a matter 
of supreme concern to the whole Empire, which can only be 
effedivel} organized and controlled by an Imperial agency. 
We do not here rvish to enter into the question of the degree 
to which the defence of India may be regarded as an Imporiiil 
rather than a purely Indian concern. We do consider it 
relevant, however, to note that the greater part of the rank 
and file of the army in this country consists of British Indian 
subjects. The Commission’s proposals might be thojight to 
have the effect, of removing Indian officers and men from the 
service of the Government of India, and of turning them into 
employees of an Imperial agency, whose policy might be 
dictated to a large extent by the War Office. It is possible 
that the effect of this change in thq status of the Indian 
soldier would not immediately be felt Under the Commis- 
sion’s proposals, the army would still be directly subordinate 
to the Commander-in-Chief, and would still be under the 
supervision of the Governor General. The dissociation of 
the army from the Government as a whole might, however, 
in, time ])roduce reactions unfavourable to the Indian soldier 
during his army career, and might also tend to deprive him 
of the protection and s}Tnpathy of the civil administration 
in his retirement. 

■The advocates of exclusion may reply that here also the 
goodwill and co-operation of the provincial Governments must 
be assumed, and that, if these are not readily forthcoming, the 
Government of India would at any rate be in no better a posi- 
tion tljaii a separate Army Department to secure, the interests 
of individual soldiers and pensioners. We do not ourselves 
liohl this view. _ We believe that, in this as in other matters, 
the representations of the Government of India are likely to 
carry more weight ■with local Governments, no matter ho'W 
autonomous, than those of a detached authority. 

154. Conclusion ; the army should preferably remain 
under the Government of India. — Our conclusion, after 
■w'eighing the arguments on both sides, is that it would, 'be 
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ments iu favour of a subsidy from Imperial revenues 
should be accepted, and whether the Government of India 
can establish a claim to a fixed contribution determined by 
the factors to which the Conunission have referred. We 
are in far'our of the proposal for the constitution of a com- 
mittee on army affairs, including members of the ceirtral 
legislature, for the purpose of discussing and keeping in 
touch with miiitSry questions, as recommended* by the 
Commission. We are also in favour of the Commission’s 
suggestion that military expenditure from Indian revenues 
should henceforward take the form of an annual total sum 
fixed for a pciiod of years, and revised at intervals. The 
general position of the legislature in regard to defence matters 
should, however, remain unchanged : in particular, the exist- 
ing facilities for the annual discussion of military policy and 
expenditure, in the course of the budget debates in the 
Assembly, should continue. 

Indianisation. 

157. The Commission’s survey of the problem. — la chapter 
10 of the first volume of the report, the Commission have 
presented a comprehensive picture of the military problem, 
notable for its impartial, yet sympathetic, treatment of a 
most difilcult subject. That the Commission recognize tlie 
supreme importance of this question is made clear 
in the first sentence of the chapter, where they obseiwe that 
in considering the implications of the policy, to the pursuit 
of which the British Parliament is solemnly pledged, for the 
increasing association of Indians in every branch of Indian 
administration, and for the development of responsible gov- 
ernment in British India, no question is at once more difficult 
and more crucial than the future organization, recruitment, 
and control of the aiTuy in India. t We think it worth while 
to quote in full one passage ;t 

“ For the purposes of the constitutional inquiry 
upon which we are engaged, the method by 
which Indianization might proceed is not 
s© immediately important as the fact that 
it has at length begun, and that it is. 
recognized that the pace at which it pro- 
ceeds is conditioned by the efficiency ’ of 
the results obtained. A completely ' self- 
governing India must be in a position to 
provide itself with armed forces, fit to 
undertake the tasks which armed forces in 
India have to discharge, go far as those tasks 
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are the special concern, of India itself. It is 
not to he supposed that units recruited in 
Britain and officered by British officers are 
going to be mercenaries in some future India 
where the ultimate military authority rests 
with an Indian Minister for War or wdth 
an Indian Cabinet, responsible* to an Indian 
elected Assembly. Indian nationalists are, 
therefore, perfectly right in attaching great 
importance to army questions in India in 
relation to India’s constitutional develop- 
ment. It is essential to the honour of 
Britain, in relation to , the assurances which 
have been given that we are sincerely aim- 
ing at the attainment of self-goveniment in 
India, that the transformation should be 
given every fair chance. The change is 
bound to be slow, and it is much more likely 
to come .about smoothly and successfully, 
if the difficulties are honestly faced on both 
sides in a spirit of complete goodmll. ’ ’ 

These words sum up clearly and succinctly the whole 
problem of Indianization. It is of paramount im- 
portance that we should satisfy Indian public opinion that 
we are in earnest in our policy, and that our measures of 
Indianization are directed towards a definite goal. It is 
equall.v important that our critics^ on the other hand, should 
recognize that the maintenance of efficiency is an indispen- 
sable cotidition of progress, and that this plea is not raised 
for the purpose of obstructing legitimate demands. 

158. The Commission’s recommendations. — The Commis- 
sion have put forward a tentative proposal* for the develop- 
ment of a separate army of a dominion pattern, recruited for 
purposes of internal order, but sharing with Imperial 
troops the burden of external defence. This army, if and 
when created, would be under the control of an Indian 
minister. The suggestion is repeated in paragraph 211 of 
the second volume, where it is further made clear that the 
dominion army would be independently paid for and eon- , 
trolled, and contain no British element. The Commission 
recognize, however, that the suggestion raises many diffi- 
culties, technical and financial, and that the time for so 
considerable a departure from the established organization 
has not yet come. . We shall return to this subject later. 
For the present the Commission urge that we should go for- 
ward steadily, as we are pledged to do, with the Indianiza- 
tion, of the army, subject only to the overriding requirements 

*TolBme I, para. 126 . 
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of military efSeiency : and they consider that this obligation 
should eontinne to be honoured in the letter and the spirit 
if the army in India were to pass, as they suggest,* out of 
the control of the Government of India. We need hardly 
say that we accept this view of our obligations. Our present 
policy of Indianization is indeed l)ased upon it. We believe 
that the pxu’suit of that policy, in the language of the fore- 
word published wuth your predecessor’s approval to the 
report of the Indian Sandhurst Committeee, “ offers the sure 
stable line of advance towards the creation of a dominion 
army ”. '' the creation of a dominion army ” we mean 

the evolution of a self-contained Indian force, to be com- 
manded and officered eventually by Indians and to be under 
the control of a self-governing India. We propose to describe 
briefly the progress that has already been made in Indianiza- 
tion, since the announcement of decisions on the report of the 
Indian Sandhurst Committee, to state the position now 
reached, and to indicate what the next steps in advance are 
likely to be. 

159. Progress of Indianization since 1928. — In March 
1928, we announced that in future the number of vacancies 
available for Indians at the Eoyal Military College, Sandhurst, 
would be increased from ten to twenty a year, and that some 
vacancies would be thrown open to Indians at the Royal 
Military Academy at Woolwich, and the Royal Air Force 
College at Cranwell. The first examination under the new 
conditions was held in November 1928, hirt it was not until 
the November examinatio'ii of 1929 that, for the first time, 
the number of Indian candidates qualified for Sandhurst 
exceeded the number of vacancies offered. At that examina- 
tion, eighteen candidates passed the examination, against ten 
vacancies. At the same examination, six Air Force candi- 
dates, he., the minimum number required to initiate an Indian 
Flight, succeeded in qualifying for Cranwell, and two Indians 
also passed into Woolwich. IJp to that point, no Indian had 
passed for either Woolwich or Cranwell. We have recently 
received final results of the examination held in June 1930. 
Two candidates succeeded in qualifying for Woolwich, and 
ten for Sandhurst. The number of those qualified for San j- 
hurst was therefore, on this occasion, exactly equal to the 
number of vacancies offered. For future calculations, it may 
be assumed that the number of candidates qnalif3ring for 
Sandhurst will not fall below the present number of vacancies, 
namely twenty a year. To these should he added a number 
of Viceroy’s commissioned officers nominated to Sandhurst 
as Viceroy’s commissioned officer cadets. The prescribed 
annual -uiaximum for s uch nominations is five, but for the 
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accepted that as the initial nitmber, and proposed that the 
college should be inaugurated in 1933, with an intake o? 
33 cadets in that year. The establishment of 100 was to 
he reached in 1935, when the first batch of entrants would 
be comnienciiig the tliird and last year of their course. The 
Committee, in their recommendations, followed the inodeLs 
provided by the Dominion military colleges at Kingston and 
Duntroon, where the normal course of training is three or 
four years : and we agree that the Indian military college 
when established should he on the lines of those colleges 
rather than of Sandhurst, where the course lasts for eighteen 
months only. We also agree with the Indian Sandhurst Com- 
mittee that 100 is a desirable number, though not an indis- 
pensable minimum, for the foundation of an Indian military 
college. To absorb an annual output of 33 officers, if that 
were the figure accepted, it would he necessary in course of 
time to expand the number of units selected for Indianization 
from sixteen, the number required for the present output, up 
to about 25. The rate of progress of Indianization in artillery, 
engineers, signals, and air units, is at present too uncertain 
to be included in this estimate. 

162. ArgTiments that might be urged in favour of Sand- 
hurst from the military point of view. — The alternative to the 
creation of an Indian military college would be a further 
increase in the number of vacancies available for Indian 
cadets at the Royal Military College, Sandhurst. His Excel- 
lency the Conimander-in-Chief points out that there is much 
to be said for the retention of Sandhurst as the training ground 
of Indian King’s commissioned officers as long as possible, 
provided that the progress of Indianization is not thereby re- 
tarded. The traditions which have been established over long 
years at Sandhurst, and the fact that the Indiam cadets there 
mix freely in work and games with boys from English pub- 
lic schools, have undoubtedly a beneficial effect. It can be 
shown that many young Indian cadets, after a Sandhurst edu- 
cation, are holding their own with thhii* ' British contempora- 
ries : and those who advocate the retention of Sandhurst 
feel no doubt that the same results would not be obtained 
from a college established in India, which for many years ti# 
come would have no such traditions as Sandhurst and no cor- 
responding esprit de corps. While sympathizing with the 
wide-spread desire among Indian public men to see a military 
college established in India, those who hold this view are 
defeiitely of opinion that the present high standard of edu- 
cation, combined mth the surroundings and traditions of 
Sandhurst, resulting in the formation of character, will not 
be maintained in an Indian college, and that the quality of 
young Indian officers entering the army will consequently 
deteriorate. 
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163. Arguments tiiat might be urged in favour of Sand- ' 
hurst from the political point of view. — Indian political 
opinion lias hitherto expressed itself clearly in favouj- of the 
creation ol' an Indian military college in accordance with 
the recommendation of the Indian Sandhurst Committee. The 
considerations stated in the preceding paragraph might 
however be acknowledged by some of those who pres.s for an 
Indian military college, if they could be as§nred of a guaran- 
tee that the retention of Sandhurst would in no way prejudice 
the rapidity of Indianization. Indian sentiment, both within 
and outside the army, attaches considerable value to the 
hall-mark of Sandhurst. One of our Indian colleagues has 
expressed the view that it would be better that India should 
continue for some time yet without a military college of her 
own, than that Indian officers should come to be regarded as 
possessing qualifications inferior to those of their British 
contemporaries in the Indian Army. He fears that this argu- 
ment of inferiority might be- used to retard the pace of Indiani- 
zation in future, and he observes that if it is found neces- 
sary for young Indians appointed, for instance, to the Indian 
Civil Service or the Forest Service, after open competition 
in India, to be sent to Europe for further training, a period 
of training in England would sepm equally necessary for 
young Indian officers of the army. It would be possible to 
point, in iUnstration of this argument, to the proposal of the 
Indian Sandhurst Committee that Indian cadets, after com- 
pleting their course at the . Indian military college, should be 
attached for one jmar to British battalions stationed in the 
United Kingdom. To cite another instance, although the 
teaching in Indian Universities has reached a high standard, 
there is still in India a great demand for admission to British 
universities. Even if the Indian military college, therefore, 
produced from the outset officers as good as those trained at 
Sandhurst, the fact 'might not be recognized for some time by 
the Indian or the British public. He further urges that inas- 
mneh as any expansion of Indianization will involve a decrease 
in the number of British officers of the Indian Army, there 
should be less difficulty in accommodating the increasing num- 
bers of Indian cadets at Sandhurst. If therefore His Majesty’s 
Goverjiment could arrange to secure the admission of TnrTi?i. -n 
cadets to Sandhurst to the extent which the progress of 
Tndijmization required, there would be grounds for postpon- 
ing the establishment of an Indian military college for a 
considerable time to come. An Indian military college is 
moreover bound to be expensive, both in its capital cost and 
in its recurring charges, if it is to be founded and maintained 
on lines comparable to Sandhurst. He anticipates that, from 
the political and financial, as well as the military, points of 
view, the alternative of retaining Sandhurst may find some 
support. 
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164. Ar^ments for an Indian military college. — On the 
other^liand it may be argued that a course of three, or pos- 
sibly four, years in an Indian military college, begiimina’ in the 
seve}iteenth or eighteenth year .of’ age, when boys are still 
comparatively impressionalile, could be made at least as 
effective as the training- imparted during eighteen months at 
Sandhill st to Inciiciii who raroly go tliGro, iiiidor tliG 

present system, uiiGi after they are liineteen. The advan- 
tages resulting from assc-ciatiou with British contemporaries 
mig’ht perhaps he secured, when tlie time comes, in another 
way, namely, by extending, for Indian officers, the perio,l of 
attaclmient to^a Briti-sh unit, before they are posted to the 
Indian army, from one year, as at present, to, say, two years. 
Further, it may be thought that the qualities of initiative and 
comradeship, the -combination of which is essential to the 
making of a good officer, are acquired rather during tlie time 
spent at an institution such as Debra Dun, or at au English 
public school, than during the later, and shorter, stage of a 
course at Sandhurst. By taking its cadets at a more forma- 
tive age, and by training them longer, an Indian military 
college could supply to some extent the advantages of a pub- 
lic school education for those who had not already had it : 
and there is no reason to suppose that the militarv authori- 
ties in charge of the direction of the college could not, by 
choice of staff and in other ways, ensure the provision of a 
first class training. The Indian Sandhurst Committee 
were obviously guided by considerations such as these in 
making their recommendation for an Indian military col- 
legfi — a recommendation that has received much support from 
Indian public opinion. We cannot ignore the strength of 
the demand for such a college. In spite of the fiiWial 
assistance granted by Government to Indian cadets, we 
cannot doubt that the expense, the distance, from India, and 
the unfamiliarity of the surroundings, are factors which 
deter a number of parents at present from offering their 
sons for a military career. There is a general impression 
that in spite of everything that Government can do, the cost 
of education at Sandhurst remains excessive, and that Indian 
cadets are handicapped in various other ways. This foelino- 
IS but natural. To appreciate its force it is only necessary 
to imagine^ what would be the attitude of British parents 
who desired to send their sons into the army, if there were 
no military college in Great Britain, and every English cadet 
had to be framed at an institution in a distant country. It 
would not be long _ before public opinion, in such cir- 
cun^tanees, demanded the establishment of a military college 
I^idian military college will in anv case 
become nievitahle as soon as Sandhurst can ho longer aceom-' 
modate the increasing numbers of. Indian cadets. We dp liof 
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know when that point W'OXild be reached: it would depend, 
among other things, upon the attitude adopted towards i])is“ 
question by the Army Council. But, even if the military 
authorities in England w'ere willing to accept Indian cadets 
at Sandhurst in sufficient numbers to avoid the immediate 
necessity of founding an Indian military college, the e|uostion 
would still remain whether it would be bettor to_ ccmtmue 
sending Indian cadets to Sandhurst as soon as possible, or to 
start the Indian college without delay. 

Some of our number would prefer, for the reasons given 
in paragraphs 162 and 163 above, to make every effort for the 
retention of the advantages of Sandhurst as long as possible, 
provided that the military authorities in England were ])re- 
pared to accept Indian cadets in the increasing proportions 
that the progress of Indianization will require; otliei's of us 
take the view that the establishment of an Jndian military 
college should be set on foot as soon as practicable. In these 
cii'cumstances we have stated to the best of our ability the 
arguments in favour of either course, and His Majesty’s 
Goveriiment will have the opportunity at the Conference to 
ascertain Indian feeling on the matter. 

165. The Commission’s scheme for a separate “ domi- 
nion ” army. — If the number of King’s commissions offered 
annually to Indians is increased in the near^ future, it will 
be necessary to decide in what way the additional officers 
should be employed. We have considered very carefully 
the proposal made by the Indian Statutory Commission in 
paragraph 211 of the second volume of their report. Read- 
ing that paragraph wuth paragraph 126 of the first volume, 
w'e understand the proposal to be that Government, in co- 
operation with the central legislature, should encourage 
the recruitment of battalions of a dominion pattern, com- 
manded by officers holding a dominion commission, for 
purposes of internal security, that these forces should be 
conirolled by an Indian minister of the central Goveriimont, 
and that out of them a dominion army should gradually 
emerge as a self-contained indigenous force, distinct from the 
Imperial anny, in which latter army, however, the policy 
of Indianization should also be pursued. The Commission 
have left us in some doubt as to the functions of this jimv 
force, which they contemplate* as being “recruited for pur- 
poses of internal order ”, but also “ sharing with Imperial 
troops the burden of external defence ”. Nor have they 
. defined the source from which it is to be fimanced, though 
recognizing that financial considerations mil of necessity 
impose strict limits on its size. 


♦Volume I, para. 126. 



144 


> character of the scheme.-This sua-o-estion 

Commission 13, however, only tentative. As ve have 
already stated, they ao not themselves consider that the time 

?dLi1 """f whether Tshould he 

n adoption would in any case depend unon 

our ;iJs? like tioVeT Tre 'meS" pr2‘ 

rZT'e “rtstnlf ^p°mTon'““^‘ 

objections to the scheme Whether n^? 

7 I’ or whether the Statutory Commission’s 
tianSe7ftn''Sie rn be 

S: teiri 

“"lontrohed, ^TrgaZef 

army W- corfL“?L“' *?™ 

i, +•<? i- * oonress that we do not at present see whnt 
jnstihcation or incentive could be found for the creation of 

^L^mbHc^pp 

i^^'%Sr33S™„l£‘;S 

iHsr^psii 

popular enthusiasm : nor ^uld7t\e^l2v 

one that this measure constituted et ^ convince, any 

formation of a doSLion arm! iT ^ 

memhered that, in time of' pe^’e be re- 

as such, do not exist All^S of ' 

trained and equipped up to the full stLda^d^ oVefff^^®^’ 
required for service in the field On +h ^ , efficiency 

muts which are at the moment o+ r of war, 

b^ome, on mobihzation, part of thfSi - 

to the front. Those in Lrtain otLr S proceed 

^ m certain other stations are detailed 



145 


for internal security purposes ; but, being fully trained,' 
also form a A’aluable reserve to the troops in the field. In 
ordinary times hoAvever every unit is fully trained for var, 
and is also available for duty in aid of the civil power on 
the outbreak of local disorders, Avhatever its duties may be 
in the event of mobilization. Battalions trained for internal 
security purposes alone Avoukl not have sufficient occupation 
to justify their maintenance as regnlar forces. 

168. Another suggestion — Provincial battalions. — We 
have considered also an alternative suggestion that a certain 
number of units, over and above those set apart under the 
existing scheme for Indianization within the army, sliould 
be liauded over to provincial Governments to be maintained 
by tliern as provincial battalions. These battalions would 
jiorinally be employed the provincial Govmrnments on 
duties connected with law and order, for the preservation of 
which they are, under the Commission’s proposals, to become 
primarily re,spon.sible. Thev' might also develop, in the course 
of time, into units capable of taking their place in the field 
army. They would in fact be raised and maintained by pro- 
vincial Gov^ernments in precisely the same way as Imperial 
State forces are i*aised and maintained by the rulers of the 
larger Indian States. They would he inspected and super- 
vised by a central agency similar to, and possiblv' amalga- 
mated with, the Military Adviser-in-Chief and his assistants. 
For evmry provincial battalion so constituted, a corresponding 
unit of the regular army would be brought under reduction : 
and the provincial Government would receive, out of the re- 
sultant saving to army estimates, such financial contribution 
as was required to maintain the new unit on an a,dequate 
footing. Provincial battalions, like the Indianizing units in 
the regular army, would be officered by Indians com- 
missioned through an Indian military college. It is claimed 
for the scheme that, by encouraging the developme.nt 
of localized forces, it would help to broaden the 
basis of recruitment, and perhaps foster willingness to 
undertake military service among communities who show no 
enthusiasm for it at present. Meanwhile, the Imperial army 
would not rnn the risk of including more experimental, aiid 
to that extent, ineffective units than it could cany. At the 
same time, there would be no restriction of the field of employ- 
ment for young Indian commissioned officers, many of whom 
might prefer service in provdneial units of this character to 
sendee in the Imperial army. The suggestion, therefore, has 
something in its favour from the purely military point of 
view. It is, however, open to some of the same objections as 
the proposal of the Indian Statnlorj^ Commission : nor have 
we any reason to suppose that provincial Governments or pro- 
vincial sentiment vvould welcome it. There is no evidence 
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at present of a movement in any part of India for the estab- 
lishment of provincial military forces. 

169. Reasons for preferringf the continuance of a single 
arm3V- -A]''.art from these considerations, the creation of any 
new type of armed forces would form, in our opinion, an nn- 
necessiiry complication. We already have reg’ular troops, 
willi British officers, and regular troops in process of Iiidian- 
ization. We hav^ also the territorial forces, and the 
various battalions of military police ma,intained by provin- 
cial Governments. We doui^t if there is room for provin- 
cialized forces in addition to ail these. We would groatiy < 
lore#er that all units hereafter selected for Indianizatlon 
slionld retain the status and functions of regular fighting 
troops : and Ave iuive little doubt that Indian, senti- 
ment Avoald support us in this view. We think that the ad- 
vantages of a provincial or local connexion could be 
equally avcH attained by assigning certain stations as per- 
manent headquarters to some of the Inclianizing u.uits of the 
regular armjo Some such arrangement Avonld indeed be 
desirable for ser^eral reasons. The increase of the number of 
King’s commissioned officers in replacement of Viceroy’s 
commissioned officers, for instance, Avill necessitate idle pro- 
A’ision of accommodaticn for officers on a different scale from 
that provided for ordinary units : and for this reason it will 
probably become difficult, if not impossible, in future, for 
ordiiiaiy units to succeed Iridianizing units on relief, and 
■vice "'ersa. We haim reason to believe that provincial Gov- 
ernments, if asked or required to maintain armed forces for 
internal security duties, ivould prefer that those foree.s should 
take the existing form of military police. We accordingly 
consider that any advance in the Indianizatlon of officer I’anks 
must bo made within the army itself, and that units selected 
for tills purpose hereafter mast continue to be trained and 
employed in exactly tlie same Avay as those Avhich retain ib.eir 
British officer establishments. 

170. Oonclusion.— But whatever may be the outcome of 
the Commission’s suggestion for the eventual creation of 
u separate army, Ave haA^e sufficiently indicated, in 'the fore- 
going paragraphs, our Avhole-hearted concurrence in the 
policy which they adAuieate for the meauAvIiile. Our aim i.s tq- 
proceed '.vith .measures for preparing India to undertake a 
larger share of responsibility for her own defence as rapidly 
as is practicable : and Ave shall be ready to adopt whatever 
means may be found most suitable and effeetiAm,- for the 
achieA’ement of that end. 

FINANCE. 

171. Considerations which affect the early transfer of 
responsibility for finance. — We have referred in a previotas 



paragraph of this despatch to the special difficulties iu the 
wa}' of any immediaie transfer of responsibility for finance,^ 
o^\■lng partly to the magnitude of the interests which have' 
hitherto been safeguarded under the responsibility of the 
Secretary of State, and partly to the necessity for the prior 
iaifilni&]it of certain special conditions. "We desire to examine 
in more detail the special circumstances vchich .surround this 
highly tedniical but vital part of the administration. AVe 
shall then offer some suggestions as regards the direction in 
which, and the qualifications subject to v/hicli, advance in 
financial responsibility may be made. 

172. The four principal factors in the situation. — will 
facilitate an appreciation of the practical measures which 
are required if the principal factors in the situation are 
analysed and considered separately, though they necessarily 
to some extent overlap. These factors may be stated as 
follows : — 

(a) The great financial significance of the purposes 

in regard to which Parliament cannot divest 

itself of all responsibility. 

(b) The foundations of India’s credit and its signi- 

ficance to the country. 

(c) The unusual responsibilities which the Govern- 

ment now carries in relation to the currency. 

(d) The particular financial and economic conditions 

Avhich exist to-day. 

173. The financial significance of the re-sponsibilities of 
Parliament. — The special responsibilities of Parliament in 
the financial sphere may be classified under three main 
heads. ^ First, if Parliament remains, as it must, responsible 
for defence, it must be able, to ensure that the funds to meet 
the cost of defence are available. Second, Parliament having 
been hitherto responsible for the general good govorimieot 
of India could not relinquish this responsibility without 
cnsuri}ig' that the debts incurred during its period of re.spon- 
.siMIity are honoured. In this connection we may reeal! the 
as.surauee grren by the Secretary of State to the holders of 
Indian loans in England in Sir Arthur HirtzePs pniblished 
lett('r of January 27, 1930. Third, parliament must remain 
resjioiisilJo for the pay and pensions, family pensions and 
provident funds of all officials recruited by the Secretary of 
State. It may be argued that it would be a sufficient dis- 
chhi'ge of the responsibility of Parliament, if it were provided 
as part of .the new constitution, that the sums required to 
.make the paAunents due Under the aborm. three main headings 
should be a statutory first charge on a consolidated fund, 
payable independent of any 'A’ote by the Indian legislature. 
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But [a), a first charge on revenue is of no value unless 
the necessary taxes are levied to produce 
sufficient revenue, and 

(6) ill this case tlie total of the charges including’ 
only cost of the army, interest on loans anfi; 
pensions amounts to about SO per cent, of the 
net revenue of the central Government. When 
a “first charge” absorbs all but a narrow 
margin of the total revenue, the security implied 
by the nomenclature disappears. In such a 
case, the authority responsible for seeing that 
these payments are made has an intimate con- 
cern in the whole financial administration of the 
country. 

We do not go so far as to suggest that this circumstance 
must constitute a permanent obstacle to any transfer of 
financial resjionsibility. But Parliament may not unreason- 
ably demand some signal guarantee for the future, before, 
surrendering the security provided by its direct constitutional 
power to control jiroposals for taxation and expenditure 
through a minister responsible to itself. 

174. Credit of India. — The maintenance of India’s credit 
is e factor of overriding importance, and having regard to 
the special circumstances in which India has been governed 
in the past, the outstanding consideration is that, in the 
absence of special safeguards and preparation, the removal 
of the authority and responsibility of the Secretary of State 
would represent a fundamental change, which might be 
expected to give a very severe shock to India ’s credit. How- 
ever unfair vre may feel to be any implied distrust of what is 
to be expected in the way of financial policy from a responsi- 
ble Indian Government, it is none the less real, and we 
have to face realities. We cannot ignore the fact that the 
foundations on which the financial stability of India depend 
are of a very ^special nature ; first, owing to the extent to 
which up to this point India has relied on external resources 
for • the building iip of her existing economic structure ; 
second, because of the great part which reliance on the 
CTedit of the Secretary of State and the responsibility of 
Parliament plays in the maintenance of that .structure. 
Ihe peculiar features in .India’s position have arisen mainly 
from the liistorieal coimeetion between the United Kingdom 
mid India both in civil administration and in defence, and 
m the supply^ of capital raised in the United Kingdom for 
tne construction of railways, and canals, and other public 
works. India has in consequence built up very large sterling 
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commitments in the form of loans, pensions, and similar 
obligations. 

Moreover, India’s credit for the purpose vdth which we 
are concerned means something more than the credit of the 
Government of India as a borrower. Vast amounts of 
private capital have been invested in the development of 
the country and its indusi-ries, and it can hardly be disputed 
that a large part of this investment has been made in 
reliance on the prevailing system of administration, 
especially financial administration, of the coinatry. A 
sudden and fundamental change, creating nncertainty and 
donbt as to future policy, would inevitably result in a with- 
drawal of a large part of the capital already invested, and 
stop the free supply of further capital which the proper 
development of the country urgently needs. Even the 
fear of such a change would be sufficient to produce these 
results, as tlie experience of recent months has shown. _ It 
must also be realized that the withdrawal of existing 
capital and the restriction of fresh supplies would not merely 
concern British capital. There are many Indian investors 
who might seek to invest their capital abroad if they lost 
confidence in Indian administration, and of this danger also 
there has been evidence during the last few months. The 
etfect on movements of v^apital to which we have referred 
might Avell he felt on a scale wltieli would mean financial 
and economic disaster. 

'Whate\'er may be thought from the Indian point of 
view about the desirability of this state of affairs, in which 
India relies so ranch on external credit and external services, 
it is a vital element in the problem, which must be faced with 
all its consequences, the chief of which is that the means of 
livelihood and the welfare of a vast portion of the Indian 
people depend at present on thes’e foundations. If the 
foundations were withdrawn without an adequate and careful 
period of replacement, the whole Indian economic life as it 
exists to-day might collapse. 

We do not suggest that the factors just mentioned 
would not be fully appreciated by a popular Finance Minis- 
ter in India, and indeed we think that their very exist- 
ence should afford the strongest reasons for his pursuit of 
a sound financial policy. But change is always unsettling, 
and our pxirpose rather is to emphasize the need 'for estab- 
lishing confidence before such a change is made. 

175. The Government ,of India’s responsibilities in rela- 
tion to currency. — -The third factor to be considered is the un- 
nsnal responsibility which the Government now carries in 
relation to currency. It is, of course, a well known feature of 
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the situation in India that the responsibility for supporting 
exchange, and therefore assuring that adequate remittancej# 
can be made to meet all foreign exchange requirements, 
public and private, has in practice been undertaken by the^ 
Groverument and has recently been made a statutory obliga-j 
tion. It has long been felt that this is, on grounds of| 
prineipJe, undesfrable and that the right coiirse must be fon 
India to follow the practice of other countries, by providing’ 
that the control of both currenej" and credit should be,! 
united in the hands of a central bank acting indepeiiclenth'^ 
of (rovernment. The underlying idea in all countries i. 
that the currency aiithorily should be free to conduct it'^ 
policy in accordance with the dictates of sound linance 
detached from all political intiuence. The official character 
of the (rovernment in India has hitherto bee]i a distinguishing 
factor, and it is obvious that the reasons for introdueing 
the practice of other countries into India would be enormously 
reinforced, if the finance portfolio were to pass into the 
hand of a minister relying for his position on the support 
of a political party. We wish therefore to state in nn- 
ambigiious terms that the formation of a reserve bank on 
sound lines must in our view be a condition precedent 
to any ti-aiisfer of financial responsibility from the agents of 
Parliament to a minister answerable to the Indian legisla- 
ture. 

It must, however, be admitted that the present is an 
exceptionally unfavourable time for an attempt to establish a 
reserve bank. During the present period of falling prices the 
currency authority of a country like India, which relies mainly 
on agrieiiltural exports, must be forced, in order to fulfil 
its duty for maintenance of exchange (whatever the statutory 
ratio may be), to follow a course involving the removal of re- 
dundant currency from the market. The bank would have to. 
rely on the_use of its sterling resources or on sterling borrow- 
ing, in which respect its position would be far weaker than 
that which the Government has held hitherto with the credit 
of the Secretary of State beliind it. But more important 
still, as has already been pointed out, any sudden change in 
the administration, or fears as to the future constitutional 
position, mav start a tendency for capital to leave India, and 
long as this is going on the balance of remittance may be 
insufficient, with a consequent increase in the strain on the 
bank’s reserves or on its capacity to borrow. Lastly, a 
special difficulty is created by the fact that in any case a spe- 
cial strengthening of reserves is necessary, for the present 
gold and sterling reserves held for currency purposes by the 
Government cannot he regarded as sufficient for the secure 
vrorfcing of the reserve banL even in normal times. As 
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and tlie need for furtlier resources in gold or external capital, 
not only to continue the development of India’s railway 
system, but for establishing' a central bank w’ith adequate 
leseiwes. It would indeed hardly be possible to imagine a 
combination of circumstances more unfavourable to an im- 
mediate change of policy, which might result in shaking 
public eonfidenee in the credit of India. 


177. Importance of central Government finance in the 
new constitutional scheme.— There is one further eon- 
sideration which should be_ mentioned at this point, namely 
tile ■^'ital importance of maintaining the financial stability of 
tne contra, Government in India in relation to the coiisliiu- 

e are now considering. The proposals 
or li'io iSiatncorv Commission would give a wide extension of 
responsibility and independence to the provincial Govern- 
m.ents. JNievertheless, the provinces cannot be regarded as 
separate economc units, and they must remain to a large ox- 
tent_ dependent on the central Government’s financiai ad- 
mmistration and the maintenance of its credit. At the same 
uiie, the aQinimstratioii of finance in the provinces may on 
us side react to an important degree on the general financial 
position ot India, _aiid the centre must be strong miouSi to 
the situation. Central Goveniment finance indeed 
tntinn^sfi ^ f represent a key point in the proposed consti- 
tutional structure which may he exposed to heavv and un- 

nr liardly afford to run risks at this 
provineS”^'^ ^ regime in the 
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179. Possible lines of development. — The essence of wha-£* 
u’o eoutenip]a1.e is that we should endeavour as a first step to 
enibai'k upon a period which is definitely acknowledged as a 
period of preparation for the transfer of responsibility. Our 
declared object would be to create such a state of affairs as 
to make a transfer possible, and to do this with no avoidable 
delay. It would be the task of the Government to do all in its- 
power io expedite the fulfilmeait of such 'of the conditions 
referred to in the preceding paragraph as it can influence, 
and accordingly, in co-operation with representatives of 
Indian opinion, to complete the inauguration of a reseiu'c bank 
on the lines which we have already sketched, and to consolidate 
the financial position, both as regards revenue and expendi- 
ture and the public debt. A concerted effort will be recpiired 
to overcome the special difficulties referred to in paragraph 
176 and to work out a financial programme for the future 
which will inspire confidence. We trust that our suggestions 
for a unitary executive, wdiich may give greater harmony 
with the legislature, may go some way to help in this direction, 
and we would also hope that committees of the legislature 
might proffide opportunities for co-operation between Govern- 
ment and the popular representatives. 

Apart from these matters, it is necessary to say some 
thing of those other conditions less easily definable to which 
w'e have referred, the essential purpose of which would be to 
establish confidence in Indian administration. The main 
weight of this task must lie with the leaders of Indian opinion. 
An authoritative declaration by responsible leaders that tliey 
entirely discountenanced the doctrine of repudiation of debts- 
would be of some value, but be^mnd this it w’oiild have greatcr 
practical effect, if Indians could give some signal proof that 
they are willing to mobilize their private resoiirees for the 
sake of establishing the national financial position. We say 
no more on this sxTbject now, leaving it to be further develop- 
ed in discussion at the Conference. Our general outlook on 
these questions is that on the one hand, Avhile fully recogniz- 
ing the special difficulties inherent in a transfer of financial 
responsibility, we accept the position that an eventual trans- 
fer is implicit in the declared policy of an advance towards 
self-gOAumnnent in India, inasmuch as financial responsibility 
is one of the most essential parts of the responsibilities of 
Government. But we feel that the chances of ohtaiTiing that 
co-operation from Indian public opinion, I'equisite for the ful- 
filment of the conditions to which we have referred, will be- 
largely dependent on the clarity with -which such conditions 
can he defined, and the certainty with which the intentions 
of His Majesty’s Government can be stated. On the other 
hand, we mus-fc emphasize that the chances of an advance are 
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depe.Kleut on action to be taken on tke 

consider it essential that Indians sliould realize mat they also 
have a definite task to fulfil, and that it i_s for them lO dispel 
the inisiinderBianding and mistrust that have oeen «i‘|atea. 
dVe do not overlook the difficulties in the way oi definijig 
preeiseiv iiow this is to be achieved, but we are of the opinion 
that, unless His iiajesty’s Goveniment state cleaiuy ivhat is 
required, and Indians are given a Mr chance of making a 
resij< .Tise, with assistance given generously from the Hritish 
side, we cannot enpeet Indian opinion to accept the uilhculties 
of trmisfe]' as an excuse for its indefinite postponement. 

'■’here is one sidisisliary matter to wliich we might refer 
beforo leaving this subject.' If we look forward to a j)eriod 
when the finance portfolio may be held by a respon- 
sible minister, in distuiction from ihe system which lias prO' 
vailed iiitherto of filling this post with a specially selected 
financial expert, one conse(iuence may be to throAv a greater 
hiirden on the permanent staff of the Finmice Department. 
A.n elecled minister, even if he is himself experienced in 
fiiiance, \viil have to devote more of his time to politicid acli- 
vities and to relv more on his permanent officials as regards 
departmenial vcork, and w'e must emphasize the need for 
greater continuity, than has under the present practice pre- 
vailed, in the personnel of the highest posis of die -depait- 
niont. ' The recruiting of suitable officer and a provision 
for their training, rvill become of greater importance ^ while 
it must be remembered that the special training grouiui vhich 
is now available in the currency department of the (-lovern- 
raenr rvill no longer exist after the inauguration of a reserve 
bank. This may appear to be an administrative rather than 
a constitutional point, but attach great importance to it. 


180. Safeguards after responsibility is transfemd.— U 

■will be clear from the nature of the present responsibilities of 
Parliament, as envisaged in preceding paragraphs, that Par- 
liament, so long as certain obligations inherent in the posi- 
tion created by past history remain, could not escape the 
ultimate responsibility in many important respects, and for 
this purpose it rvould' he necessary to presei’ve certain safe- 
guards, even after the piimary responsibility for financial 
administration had been transferred to a minister respoisible 
to the Indian legislature. The nature and extent of these 
must to . some extent depend on the measure in which the 
general conditions precedent had been fulfilled, _ It is not, 
liooessary. for our immediate purpose to examine them in 
deMl. They would include : — 

(a) The, creation of consolidated fund charges to coyer 
such items as interest on debt, railwmy annuities, 



pay, pensions, family pensions, and pro\ iclent 
fund payments for civil officers appointed bp 
the Secretary of State, and army officers, and 
expenditure on defence, 

(b) Sunie powers of supervision and control to be vested 

in tlie Govco-nor General for the purpose of niaiii- 
taining financial staljility, 

(c) Provision for resumption of control by the Seerotary 

of State in the qvent of a threatened^ fiuaneiai 
breakdown or an actual default under (a). 

The provisions under (5) and (c) imply an adequate supply 
at all times of information to tlio representatn'os of 111 s 
Majesty’s Government. 

We have stated these provisions in very g’eneral terms, 
for in the nature of the ease it_is difficult to be more precise, 
particularly as regards p)rovision (6). Much wmuld depend 
on the manner in which such a powmr was exercised. _ It 
wn)uJd be a negation of the whole object of the constitutional 
arrangement which we are considering if interference ivas 
carried to the point of destroying the minister’s responsi- 
bility. There might, however, be occasions of financial 
danger, short of an actual default, when a power to hold up 
rfither than to veto inadvisable action might be of value and 
give tl'iO popular representatives a chance to reconsider the 
position and follow- w-iser counsels. It is probable that, if 
and when this stage was reached, the Governor General rnight 
usefnlty be assisted by a financial adviser. An adviser, if he 
had the right personality and experience, might perforni an 
important role and establish relations with the finance minis- 
ter which would be of assistance to the latter. Subject to the 
safeguards w-hieh wm have indicated above, -we should sup- 
pose" that at this stage the finance minister would have become 
responsible to the legislature, and that the supervision, direc- 
tion and control w-onid have passed to the Governor General, 
acting oif behalf of His Majesty’s Government under the 
superintendence of the Secretary of State. We should fur- 
ther suppose that by that time the advisory committee of tlie 
liondon branch of the reserve banlc would have been consti- 
tuted. This committee rvould be available to gi^^e advice 
either to the finance minister or to the Governor General with 
his financial adviser. The future evolution of these apange- 
ments wmuld necessarily have to depend on practical ex- 
perience. We shonld, on the assumption, that all went w-eli, 
look forward to a gradnal development through decreasing use 
@f the sjiecial powers of the Goveimor General. 
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. 181 . Relations with the Secretary of State. — Concnrvent- 
iy witli the action which we have described in paragraph 179 
by way of preparation for the later transfer of financial 
re.spousibility, we recommend some modification in the rela- 
tions between the Government of India and the Secretary of 
State. In a snbsecpieiit portion of this despatch we shall con- 
sider the general eonstitntional aspect of this cinestion, 
and it is sufficient to' say here that in our view the Secretary 
of State should in future exercise only a power of superin- 
tendence, direction and control, remaining the first executive 
autliority in such matters only as might be definitely removed 
from the exercise of the authority of the Government of 
India. It is first necessary to ask whether there are any such 
matters in the field of finance. 

(fl) Sferliug horroning . — We take first the question of 
sterling borrowing. In the report* of the Indian Statutory 
Commission reference is made to a suggestion that the High 
Gonmiissioner, instead of the Secretary of State in Council, 
should undertake the task of floating sterling loans for Gov- 
ernments in India, and should be assisted in its performance 
by a small committee of experts. The main reason 
given is that the control of currency in India, and the raising 
of loans in India rests, in practice, with the Government of 
India. Idiis statement does not accurate^ represent the 
facts. _ The amount of loans raised in India, and the terms 
on which they are raised, are subject to the approval of the 
Secretary of State, while the Secretary of State’s control in 
currency affairs is not by any means confined to broad ques- 
tions of policy. Moreover, the Secretary of State manages 
si'.ch matters as the ways and means operations in London, 
th.e investments of the Home treasury balances, and the sale 
and purchase of silver. 

When the reserve bank scheme was under discussion 
in 1927, it vras contemplated that the bank should undertake 
all the remittance operations of the Government of India, 
and would supply the Secretary of State with sterling funds 
against corresponding- debits in rupees in India. If the same 
line is followed when a reserve bank is created, practically 
all the _ control of the Secretary of State over 
the details of the exrrrency and ways and means operations 
will automatically cease, and it might then be desirable to 
relieve him of the function of floating loans for the Govern-, 
ment of India_. The reserve hank manager in London might 
have an advisory committee to assist him, and the High 
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Commissioner in eoiisultatioii ^vitll tlie mauagei" of the 
serve bank and his advisory committee, could suitably under- 
take the management of the Goverimient of India’s sterling 
borrowings. But until the reserve bank is created Ave con- 
sider that, from the administrative point of view, it would 
only make for inconvenience and delay to transfer these func- 
tions to the High Commissioner, and there would in addition 
be the possibility of difference of opinion and friction between 
the advisers of the High Commissioner and the Secretary of 
State, who would still retain his poAvers of superintendence, 
direction and control. 

Onr vieAV. therefore, is that the question of transferring 
the function of borroAving in London from the Secretary of 
State to Ihe High Commissioner should in any ease be post- 
poned until a resetwe bank is created. MoreoA^er, and this 
is a governing consideration, the effect of such a transfer of 
tlie borrOAving- function on the standing of Indian loans in 
London AAmnlcl need to be carefully considered. Many techni- 
cal points of substantial importance, such as the effect on the 
position of the GrOA^ernment of India sterling securities tis 
“ trustee seciirities ”, require careful examination Avhen any 
change is considered, 'and on them Ave shall address you 
separately. For the present the function of borrowing in 
London, or more correctly outside India, together AAutJ} the 
control of Avays and means operations in London, and the 
iuA'estment of the Home treasury balances, can Avell remmin 
in their present foi'm Avith the Secretary of State. 

The control over tlie gold standard reseiwe is another 
matter which may be held to fall AAuthin the same category, 
though here again the creation of a reserve bank and the 
amalgamation of the reseiwes AA’Ould alter the situation. The 
recommendations made in this sub-paragraph are intended to 
be read in the light of the general observations made in sub- 
paragraph (e). 

(b) General financial administration . — We AAmnld suggest 
that in all other matters the poAA^ers of the Secretary of State 
should be those of superintendence, direction and control. 
The control of the Secretary of State over finance is at pre- 
sent of tAA'o kinds. ' The general control, AAdiich has as its object 
the maintenance of financial stability and the observance of 
. canons of sound finance, cannot be defined bv rule, and in- 
cludes general control OA-er such matters as the budget and 
taxation, currency, exchange, remittances and horroAviug. In 
tliis latter sphere we contemplate that the control will more 
and more he confined to broad questions of policy, and that 
interference in details of administration Avill be avoided. 
More exact definition is hardly possible, but we recommend 
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in a later portion of this despatch that the Secretary of State 's 
fojitrolling power should be specified in the same terms in 
which Parliameait may see fit to define the purposes which it 
sra st continue to be concerned to secure in India. 

(c) Other raaiters for control . — There are other matters 
in which control can be defined bs’ rule, as at present in the 
central audit resolution. Here the Secretary of State will 
recpure to retain s-uch control as is necessary to safeguard 
his responsibility for members of the services appointed by 
him, and rule 1 of the appendix to the central andit resolu- 
tion will in suhstairce have to be retained. Rules 2 and .3 wdiich 
impose restrictions upon the Govennuent of India’s powers 
to create permanent and temporary posts have ali'eady been 
greatly relaxed by rule 10 of the new Olassification Rules, 
but these restrictions might now, in our opinion, dis-' 
appear. Similarly the grant of unusual pensions (rule 4) 
should be left to the discretion of the Government of India. 
Rules 5 to 7 deal Avith expenditure on military works and 
stores. We doubt whether these special restrictions by rule 
are necessary in addition to the general power of superin- 
tendence, clirectioii and control. Rule 8 (a) and {h) deals 
A\fith minor matters w’hieh might be left to the Government 
of India. Rule 8 (c) deals with the Governor General’s 
amenities, staff, household and contract alloAvances, etc. 
There may he some advantage in reserving tlie control in. 
these last mentioned matters for an outside authority, but 
apart from this possible exception and the retention of rule 1 
relating to the services, all the restrictions in the central audit 
resolution might be removed. 

(d) Secretary of State ’. h Council . — We deal eise'where 
with the constitutional position of the Secretary of State's 
Council and wdll merely add here that we regard it as im- 
portant, not that there should be financial control by the 
Council — indeed wm are recommending the abolition of the 
financial veto by the Council — hut that the Secretary of 
State should ha^m at his disposal the best financial advice 
available in the City. This is a subject Avhioh reciuires 
further discussion, but we need say no more for our present 
purpose. 

(e) -General spirit of relations with the Secretary of 
State . — ^We may perhaps Avith adA’^antage sum up our viewy’s 
as to Avhat. henceforth should become the relations between 
the Secretary of State and the Government of India in finan- 
cial matters. 

We consider that, Avhatever the immediate constitutional, 
elmiiges may be, a stage has been reached now when the 
main direction of financial policy must definitely be regarded 
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Inhere tlie clemand for a fiirtlier ach’ance is keen., and 
unless in this region some transfer of power proves feasible, 
it will not be possible to satisfy Indian aspirations. The 
.question Lo what extent p)ower can be transferred, therefore, 
is of great significance and must be fully co.itsidered. We 
have no desire to magnify obstacles, which it may be possible 
to remove, into insuperable barriers, but there are real diffi- 
culties to be overcome which cannot be ignored or brushed 
aside. Most of the subjects rvhich require mentioiL are under 
the administration of the Commerce Department, but we shall 
refer also to cognate subjects, which are at present controlled- 
by other de]?ai-tments of Government. ' 

183. The customs tariff. — The most powerful instrument 
which a Government desiroits of pursuing an active programme 
of industrial development can employ is the customs tariff. 
But the tariff has a dual aspect, for while tariff policy exer- 
cises a decisive influence on the economic and industrial life 
of the country, tho_ Government of India must look to the 
tariff as the principal source of their reveimes. Revenue 
considerations, therefore, must play a large part in shaping 
tariff policy. Again, tariff policy may have international 
reactions, or may raise questions between India and other 
parts of the Empire, and Parliament must necessarily retain 
eontrol in the sphere of external relations. For the pre- 
sent, therefore, two limitations on India’s complete control 
of the tariff are inevitable. Of these, the financial limita- 
tion is inherent in the facts, and a finance minister respon- 
sible to the Indian legislature, no less than an official finance 
member, would necessarily regard the tariff from a point 
of view by no means identical with that of the member or 
irdnister in charge of the commerce portfolio whose primary 
interest is the effect of customs duties rather than revenue. 
But ex-en during the period within which, for the reasons 
adduced in paragraph 178, the control of the Finance De- 
partment might remain in official hands, the financial co]!- 
siderations need not prevent substantial progress in the 
direction xxdiieh Indian opinion favo'urs. The second limita- 
tion is not likely to involve constant interference, but is con- 
sistent with the grant of considerable latitude to the Govern- 
ment of India and its representatives, when commercial 
negotiations have to be undertaken either xvith f oreigii coun- 
tries or with other parts of the British Commonwealth. So 
far as Great Britain itself is concerned, control might reason- 
. ably be exercised to secure for British goods most favoured 
nation tariff treatment, jjut it would be for the Indian Gov- 
ernment and legislattire of the future to decide all questions 
of ..preferential rates of duty. Other countries within the 
Empire do not necessarily extend most favoured nation treat- 
ment to Indian goods, and subject only to the general super- 
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deration before any settlement could be reached, nor indeed 
is it necessary to do so for our present purpose. But it _ma%^ 
be useful if under the various beads we attempt to indica*^^ 
the apprehensions which are felt and the reasons miderlyii^ 
them. 

185. Qualifications for the practice of certain callings^ 

Some of the sul^jects to which wo have referred can be di 
missed briefly. The qualifications required for the practi 
of certain professions or calhngs may be mentioned fiij 
A chartered accountant, for example, may be qualified un4 
the existing law to practise his profession in India in vir* 
of the British qualification which he possesses. It shoi" 
certainly be open to the legislature to prescribe what qut' 
fications would be necessaiu' for the future, and to reqm 
that these qualifications should be the same for all can 
dates of any nationality, but apprehensions are undoubtedly 
felt that the legislation might take a form, which would 
deprive those qualified imder the existing law of the 'privileges 
which they enjoy. We do not think that on this point there 
will be any serious controversy, but legislation of the kind 
.apprehended would obviously be unjust. 

186, Public utility undertakings. — Next in order it ruay 
be convenient to take public utility undertakings, operating 
under licences from Government or under contracts with the 
Secretary of State, and the companies or firms holding mining 
leases from Government. Ordinarily both the licences and 
the contracts give an option to Government to decide, at 
fixed periods, whether the concession should be terminated, 
and lay down the terms upon which, if the option is exercised, 
the property of the company must be acquired. Similarly, 
mining leases are granted for fixed periods, at the end of 
which they terminate, if not renewed. Save in so far as 
financial considerations may have an important bearing on 
the decision whether to terminate a concession or not, we 
see no reason for the exercise of any special powers of control 
by the agents of Parliament, when the termination of a con- 
cession at the appointed date is in question. But apprehen- 
sions are in fact felt by the non-Indian companies, wdio have 
received these concessions, that either the powers (other 
than the power of termination) reserved to Government under 
the licence or contract may be exercised to their detriment, 
or that by legislation a concession may be terminated before 
its due date, or alternatively that ,tbe terms of a concession 
may be modified during its currency to the detriment of the 
company. We entertain no doubt that power should he re- - 
served to secure just and equitable treatment in this respect : 
for films and companies concerned, if the occasion for its 
exercise should ever arise. 
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187. Ordinary British commercial undertakings. — The 

cases considered in the last two paragraphs are compar^ 
tively simple. When, however, we turn to consider the posi- 
tion of the British corQj)anies which enter into competitive 
business in India, competing on equal terms with Indian en- 
terprise, the case is different and requires fuUer considera- 
tion. Such companies may be engaged in general trade, or 
industrial production, or may undertali;e more specialized 
business such as banking or insurance. So far as the com- 
panies engaged in industrial production are concerned, ap- 
prehension has been aroused by the frequently expressed 
demand for direct Indianization, to be secured by the im- 
position of conditions as to the number of Indian directors, 
and the facilities to be afforded for the training of Indian 
apprentices, or, in the case of new companies, by requiring 
that a proportion of the shares, sufficient to establish Indian 
control, should be definitely reserved to Indian investors. 
Sometimes it has been suggested that these conditions should 
be enforced only when the company is engaged in a protected 
industry, or when it is in receipt of bounties (or other direct 
assistance) granted by the State in order to encourage the 
development of industries, and sometimes that they should 
be imposed upon all companies as a condition of engaging 
in a particular manufacture or trade. The proposals made 
as regards insurance and banking companies have been some- 
what different. Direct Indianization has not been much in 
evidence, and the line taken has been to advocate schemes 
under which non-Indian companies would be allowed to 
operate in India only under licence, or subject to special 
restriction and conditions. Some of the proposals made may 
be regarded as fair subjects for discussion on their merits, 
provided that all companies, whether Indian or non-]|^dian, 
are to be treated alike, but some advocates of proposals of this 
kind have not attempted to conceal the fact that one of the 
objects, which they had in view, -was to promote the _growth 
of Indian companies at the expense of British companies, and 
for this purpose to impose restrictions on non-Indian com- 
panies, which would not be applicable to Indian companies. 
Other examples might be given, but we shall_ mention only 
two. In Bengal there have been many expressions of feeling 
against the British companies which operate the inland steam- 
ship services. W e are not concerned here with the merits of 
the complaints made, but the attitude of those who_have_ been 
prominent in the agitation makes it clear that their ultimate 
objective is the transfer of the inland steamship services to 
Indian hands, and that, in their ffiew, the powers of Govern- 
ment and of the legislature ought to he freely used to achieve 
that result. Finally, we may refer in a sentence to the agita- 
tion on the subject of the reservation of the Indian coastal 
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traffic to vessels owned and managed by Indians. Tlie object 
sought to be attained is the development of an Indian 
mercantile marine, but the method 'proposed to be adopted iS' 
the exclusion from the trade of all non-Indian companies. 

188. Indian feeling that existence of British enterprises 
blocks advamce. — We have said enough perhaps to make it 
clear that the apprehensions of the European business com- 
munity ai'e not withnut substantial foundation. During the 
last ten years, in one branch of commerce and industry after 
another, the evidence has been unmistakable that important 
sections of Indian opinion desire to secure the rapid develop- 
ment of Indian enterprises, at the expense of what British 
firms have laboi'iousiy built up over a long series of years> 
There is nothing surprising in the fact that national 
consciousness should thus have- found expression. Indians 
who desire to see the gro'wth of Indian banking, Indian 
insurance. Indian merchant shipping, or Indian indiistries- 
find theins'elves faced by the long-established British con- 
cerns whose experience and accnmnlated resources render 
them formidable competitors. In these circumstances, it may 
seem to them that the ground is already occupied and that 
there can be no room for the growth of Indian commeiC'.! and 
industry until the British films which are already in the 
field can be cleared out of the way. But, however naLurat 
such feelings may be, they might lead, if allowed free scope,, 
to serious injustice, and partly as a consequence ox this 
and parti}' for other reasons they are fraught with grave 
danger to the political and economic future of India. We- 
feel real apprehension as to the consequences which may 
ensue, if the present attitude of mutual suspicion and embit- 
terment is allowed to continue and to grow worse. For this 
reason j,ve regard it as of high importance that the attempt 
should be made now to arrive at a settlement which Ijotb 
parties can honourably accept. So long as the power to 
direct policy in the economic sphere rests with the agents 
of Parliament, it xvill be impossible, we fear, to combat ih© 
suspicion, however unjust, that the interests of British trade 
■weigh nmro -with the Government than the interests of India. 
In itself xye regard this as a cogent reason why commercial 
subjects should in future he administered in accordance with . 
the views of the legislature. But equally, if the transfer of 
power were to take place- before means had been found to 
allay tlie reasonable misgivings of British business men, the 
consequences must be grave. In the last resort no doubt 
overridjng powers would hpe to he reserved to the agents 
of Parliament to interfere in order to prevent injustice and 
to secure fair treatment. But if, as we fear in' default of 
agreement might he the ease, occasions for inteiTerence were 
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within the scope of any protective policy, and Indian com- 
pajiies could hope to start nnhandicapped by the^iiompcti- 
tion of established British concerns. Another p'dint 
remembered is that enterprises, at present British, may in 
the ordinary course of events and orving to natural causes 
pass into Indian hands, as has already happened on more 
than one occasion.* Apart from actual transfers of owner- 
ship, we do not doubt that British undertakings will ii^ 
future find it to their advantage to go a long way in the di^^cj 
tion of Indianization, by providing facilities for the traininJ 
of Indians, by enlisting the support of Indian capital to the' 
largest extent practicable, and by the appointment of Indian 
directors to companies registered in India, or by the appoint- 
mejit of local boards containing- Indians, if the company is 
registered outside India. Many British firms, botli in India 
and in other countries, have adopted this policy in tlie past, 
but they Avould no doubt feel that there is a Avide difference 
betAveen a process AA^hieh comes about through natural causes 
and one AA’hich is artificially and arbitrarily imposed by gOA'- 
ernnKuital action. Finally, there are methods by AAdiioii Indian 
aspirations could be satisfied Avithout inflicting injustice. 
Thus, for example, AA-hen it is proposed that direct State 
assistance should be given for the encouragement of indus- 
tries, it Avould be perfectly open to the Q-oAmnimeut to attach 
coinlilions as to Indianization, in the case of all firnis Avho 
may apply for assistraice but AA-ere not already engaged in the 
business at the time the scheme of assistance aa^s sanctioned. 
This Avas the recommendation in 1925 of the External Capital 
Committee, of AA-hicIi tAvo Members of the GoA^ernment of 
India Avere members, and both before and after the submis- 
sion of file- Committee’s report, action in this sense Las been 
taken as, for example, in the Steel Industry (Protection) 

; ct of 1924. No one, aa'g think, could fairh" claim that the dis- 
cretion of the legislature should be fettered, except to the 
extei.'t necessary to secure justice to those firms AAdiich had 
ah’eady established themseh-'es in the . country. As a final 
example of Avhat is in our minds, Ave may refer again to the 
inland steamship companies. . It might be considered desirable 
on public grounds that the inland steamship services should 
be brought under public control as part of the general 
transport system of the country, and administered in close 
connection v.dth the railAvays. In such an event, all that the 
existing- companies could fairly claim Avould be that they 
should not -without compensation be deprived of their exist- 
ing right to operate their services and that the compensa- 
tion to be paid should be determined by an independent 
tribunal. 

190. Desirability of agreement. — We have attempted by 
illustration to indicate the lines on which British and Indian 
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opinion might be brought together, but it is not possible at 
this stage to go further. In our view, the, matter is one which 
requires full atid frank discussion between those principally 
concerned, and we have no doubt it will receive elos(^ atteu.- 
tion at the Round Table Conference. There are of course 
many points which would require consideration in detail, 
and it may not be possible for the Conference to examine 
them fully, but if the prospects of agreemeht seemed good, 
they mi,ght suitably form the subject of further discussion 
either in India or in England. The essential pro -requisite 
of a satisfactory agreement seems to ns to be the frank re- 
cognition on either side of w^hat the other can reasonably 
claim. The British business community has played an im- 
portant part in the history of the country, it controls conuuer- 
cial entei'prises of the greatest magnitude, its elected repre- . 
sentatives sit, and will no doubt continue to sit, in (he legisla- 
tures, it can still make valuable contributions to the v.'elfare and 
prosperity of India, and its members may rightly expect that 
they should not be treated as foreigners. Wo have already 
referred to the intimate connection which must continue to 
exist between G-reat Britain and India, and it seems to us 
to follow' that, subject always to India’s right to receive reci- 
procal treatment, citizens of any part of the Empire should 
be allowed to enter India freely, to engage freely in aiiy 
trade, business, profession or calling, and wdien estabhsbed 
in India, to receive just treatment. From. India’s side it 
may -well be urged tliat she should be free to^develop lie? own 
industry and commerce by any means which do not inflict 
injustice on any section of the community, and 'do not 
involve the exclusion of British citizens from partici- 
pation in India’s future development. A further clairn mighr, 
also bo put forw’ard on her behalf. There are enterprises 
which Indians regard as national, and which at present are 
mainly or wdiolly in British hands. It ivould be idle to expect 
that the}' would be content for an indefinite period to remain 
withriut tbeir appropriate share in the conduct of these enter- 
prises, and if the methods at first proposed in order io satis- 
fy Indian hopes must be ruled out' because they invoB'c in- 
justice, or are inconsistent with the position \vhich Oreat 
Britain holds in India, Indians may fairly ask that the British 
business community should co-operate in finding other 
methods to bring about the desired result. 

The possibility of reaching an agreement ou these 
difficult matters depends largely upon the spirit in which 
they are approached. Notwithstanding the unfortunate 
history of the last few months, we believe that there is suffi- 
cient goodwill on both sides to overcome the dimcultic-s if 
they are frankly faced. The -importance of readring a per- 
manc-nt settlement of the question can hardly be exaggerat.cd. 
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More perhaps than any other single factor, it would help 
to create harmonious relations between Great Britain and 
India, on th^ strength of which we could look forward with 
confidence to a future in which Indian and British enterprises 
could work together on terms of mutual advantage and 
respect. 


EAIWAYS. 

191. Administration of the Railway Department. — 
commercial and industrial prosperity of any country is 
largely dependent on the efficiency of its transport system, 
and particularly of its railways. In India the distances . 
are so great that low freights are essential to the growdh of 
industries, as well as to the welfare of the agriculturist, while 
at the same time the railways- are by far the largest pur- 
chasers of manufactured articles in the country, and the rail- 
way demand is a vital factor in the prosperity of the engi- 
neering industry. In these circumstances it is natural that 
those who desire freedom to develop Indian industry and 
commerce on national lines, should also put forward* an in- 

“sistent demand in regard to the railways. In onr viev; the 
demand is one which should he met as far as possible, and we 
think that if in the future the control of commercial and in- 
-dnstrial policy is to rest with the Indian legislature, the 
general direction of raihvay policy should be placed 
in 'the same hands. It becomes necessary therefore to 
consider both the limitations which, for the present. Parlia- 
ment might thinlc fit to retain in order to safeguard tliose mat- 
ters in which it is interested, and also the conditions undc.r 
Avdiich the control of pohcy could safety be transferred. The 
latter point is one to which we attach great importance, for 
while in all connti’ies railway policy is a matter for Govern- 
ment and the legislature to decide, it by no means follov/s that 
the commercial management of railways can be wisely or 
safely exercised by those whom the legislature directly 
controls. 

192. Purposes for which Parliament must retain 
control. — The purposes in which Parliament must, we think, 
continue to be interested so far as the railways are concerned 
fill] under the heads of Defence, Finance, the Services, and the 
Anglo-Indian community. 

Defence . — Those who are responsible for the defence 
and internal security of the country clearly cannot disinterest 
themselves in the efficiency of the railways, for any serious 
breakdown might have calamitous consequences in a ciisis. 
It is hot only the strategic lines on the frontier which are 
in question, hut also the main trunk lines throughout India, 
and the military authorities are entitled to assurances both 
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■as to the adequacy of the equipment of the lines and of their 
standard of maintenance, and as to the efficiency of the traffic 
arrangements. 

Finance . — Under the head Finance, account mast be 
taken of the enormous capital sums (largely^ raised in Great 
Britain) which have been invested in the railways. It is 
true that the security on which the loans were raised was Jiot 
the railway revenues alone, but the wdiole of the revenues 
of the Government of India. If, hoAvever, the railwa 5 's were 
unable to earn their interest charges, it is much to be feared 
that the burden would be too heavy for the Government of 
India to meet, and the solvency of the raihvay.s is therefore 
an interest which Parliament is bound to safeguard. There 
is another point at which the connection beUveeu the railways 
and the Finance Department is close and intimate, for the 
raising of capital for railway development must both react, 
and be dependent, on the general credit of the Goverjiment of 
India and its financial circumstances from time to time. Whe- 
ther the connection could be rendered less direct and im- 
mediate by proceeding further with the separation of railway 
finance is a question which should be explored, but under 
existing conditions the Finance Department is most intimately 
conceimed in many questions of railway policy. 

Services . — Under the head Services, several points re- 
quire notice. In the railway services, as in other*, the erdst- 
ing and accruing rights of officers appointed by the Secretary 
of State must be safeguarded, and it will be important 
also to ensure that a large number of the senior officers do 
not quit the service prematurely. Indianization is now going 
forward rapidly, the rate of Indian recruitment for the 
superior services being 75 per cent., and we have no desire 
to retard the process ; but the possibility of efficient ad- 
ministration depends on the retention of the existing senior 
officers until Indians are in a position to replace them. 
Finally, epTestions may arise as to the percentage of EuropeaiT 
recruitment, which for the future may be deemed nec(5ssary 
on military grounds. 

The Anglo-Indian community . — The Anglo-Indian com- 
munity lias in the past rendered very important services to 
the railways and still holds a large number of posts in parti- 
cular branches of railway work. The economic life of the 
community is indeed to a large extent dependent on the oppor- 
tunities of employment which the railways offer, and its mem- 
bers are gravely apprehensive of what may occur, if and 
when any change takes place in the present system of 
administration and contiul. In' view of the history^' of the 
community, a special obligation, we think, rests upon Parlia- 
ment, before relaxing its own control, to ensure, as far as 
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may be practicable, that the interests of the Anglo-Indian 
comnnuiity are protected. 

193. Necessity of separating commercial management 
from direction of policy. — ^Before explaining how we think the 
purposes of Parliament may best be safeguarded, we must 
turn to the question to which we made brief allusion at the end 
of paragraph 191. ^he experience of many countries has 
shown the disadvantage of subjecting the acimiaistration of 
State-owned raih\^ays to the close and detailed scrutiny of a 
popular legislature, which concerns itself not only mth broad 
questions of policy but also with administrative practice in aU 
its ramifications. Under the present constitution, the legisla- 
ture can exert considerable influence on the railway adminis- 
tration, and the dangers to be apprehended are already becom- 
ing evident. 'vVe can find no reason for thinking that the 
ditiiculties in India tvould be less than they have been found 
elsewhere, and we liave no doubt that a continuance of 
the present system, under which the railways are directly 
adrmbjistered by a branch of the executive Government, would, 
as soon as the legislature was in a position to assert its autho- 
rity, develop tendencies leading directly to inefficieiiej' and 
ultimately endangering the financial results of railway work- 
ing. The member of an official Government not responsible 
to the ]eg'i,s]atu,rG is in a position to resist these tendencies 
when they threaten to work serious harm, hut rvhen a member 
or minister must work iir harmony with the legislature, if he 
is to retain his position, the pressure may become irresi.stible. 
It seems to us clear that, there e.;ui be no material change in 
the control of railway policy in railway matter.s, until a 
system of administration has been set up which, while leaving 
to Government and the legislature the control of brOad ques- 
tions of policy, would locate the commercial management else- 
where. 

A change in the system of administration seems to us 
necessary for another reason. The solvency of the Indian 
railway system and its efficient working are matters in which 
Parliament is interested both on financial and military 
grounds, but it does not seem to us practicable to secure these 
interests by attempting to control the day- to day adniini.stra- 
tion of the department. If an elected member of the Govern- 
ment replaced the present official member and became respon- 
sible for the commercial management of the railways as well 
as for the direction of policy, he might often he led, under 
pressure from the legislature, to initiate action Avhich the 
agents of Parliament felt to be dangerous both to solvency and 
efficiency. They would then be faced by the choice between 
two alternatives. On tije one hand frequent interference 
would, be most prejudicial to the smooth working of the 
administration, while on the other continued acquiescence 
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would tend to render nug-atory the powers which Parliamenf 
desired to retain. In these circumstances, we are forced to 
£«, 1:1, hlon that, if the purposes of Parliamgt «e P> be 
secured this can he done only by modifjnng the s,> stern or 
administration, and not hy an attempt at detailed control, 
which would be foredoomed to lailure. 

194. Proposed statutory railway 
describe the scheme which we contemplate only in tne bioaa- 
It laine. An authority for the udm,n.strat,on 
wuavs should, we think, he set up by Statute. The Act 0^^“’ 
of \‘ourse nrovide for the constitution and poweis of the 
futhority’ aS foi the powers of control to be reserved o the 
Government of India. From «ntset the amhority 
include Indian members. It would, we think, be d^siiahie to 
SSl statutory provision for the general PfuChplgs m 
accordance with 4ich the railways should 
esneciallv on the financial side, as foi example, 
mLner ‘in which the allocations for depreciation should 
be calculated, the constitution of the reserve fund aM ^he 

purposes for which it should he of 

& the contribution to general revenues. The conUoi oi 
policy in all important matters would remain fh 

Government of India and the central legislature, but it 
would be important to leave the statutory authority free 
act without interference in the 

irfflke to carrv out the policies laid down. iVLuch will aepeim 
ou the preui/ou with which from the outset the “ ^e 

exercised respectively by the authority and hx the Gox ein 
ment of India can he defined. But we cannot ^ 

this stage to indicate what these powers lar^o-e^ not 

tinn reauires full investigation in order that the largest pos 
. eSie aXitage may be derived from the cvpeneuoe of other 
countries vTere the State management of railways has led to 
difiiculties. 

195. Necessity for enquiry.— It will be 
1+ would he impossible to demse a satisfactory scneme 
0 +’ administration without a detailed enq^uiry by a committee 
or commission Such an enquiry should, we think, he xm 
stituted as soon as possible. It would he 
iuvestio-atimi body to make recommendations as to the manner 
in xvhich the authority should he constituted, the powers it 
should exercise, the matters for whieh_ proxusion should he 
made in the Act setting up the authority, the control to he 
SSved to the Government of India, and the powers to he 
reserved to the Secretary of State m order to safeguard the 
purposes of Parliament. A complete enumeration of the 
matters to he examined we cannot of course attemp , 



but they should certainly include the subjects specified 
in paragraph 192 above. There is one other matter of 
great importance. The oxisienee in India, side by side, of 
State^-o'Viied and manag'ed railways and railways owned bv 
ttie State but managed by sterling companies domiciled in 
Jingland, makes it peculiarly difficult to devise a satisfactory 
schenu'-. for setting up a statutory railway authority for the 
admnustration of the railways. The contracts of ^the eom- 
pany-nnumged railways are with the Secretary of State and 
though (he Government of India exercises by delegation many 
of the powers reserved by the contracts to the Secretary of 
State, the ultimate control rests entirelv in Ms hands 
and the companies, by reason of their domicfie, have direct 
access t» liirn. It Avill be necessary for those making the 
enqiiu’y to examine the question closely, and to consider how 
tar the powers of the Secretary of State under the contracts, 
should be e.'^ercised by the statutory railwaA' authoritv and 
in what matters the Secretary of State liimself should reserve 
control. Their task will be extremely complex and difficult, 
blit we have no doubt that the difficulties must be faced. It 
IS our desire to see the direction of railwav poliev placed in 
the hands of popular ministers, but it seems to lis an indis- 
pensable preliminary that a system of administration should 
first be established, which vill provide for the efficient 
comm^ercial management of the railways, and will also to a 
large extent safeguard the purposes of Parliament and avoid 
the iiecos.sity for detailed control. 


196. Method of leg'islation, — Before any sclieme for 
establishing a statutory authority to administer the railways 
IS adopted, it would be necessary that Indian opinion should 
ha\e fu-,1 opportunity of expression, and anv commission 
or committee which may be set up to consider the 
question should of course include representatives of Indian 
opinion as irell as the necessary financial and railway 
experts These enquiries must take time, and since it is 
desirable that the new system of administration should be 
ready to function by the date on wMch the new constitution 
comes into^ lorce, it is evident that special steps will be 
necessary m order to expedite the procedure. ^le shoitM 
piopose that, follovuiig the South African, precedent, pro- 
vision should be made in the constitution for the estahlish- 
ment of the railway authority by the insertion of a section 
in the Government of India Act, the detailed provisions 
necessary being uncluded in rules made under the Act. 

bf s^'bject to modification by the Indian 
legislature, after the lapse of a sufficient period to enable the 
;.new authority to establish its position and all concerned to 
i gam experience of the working of the new system. 
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externajL affairs. 

197. In the imraediately preceding sections we have been 
concerned to develop our suggestions for the general structure 
of government at the centre, according as they have applica- 
tion to particular departments. We now turn to India’s 
external relations in which several deioartments are concerned. 
The problems which arise have not fallen within the scope 
of the proposals of the Indian Statutory Compiission, perhaps 
because no definite constitutional provisions appeared to be 
required in the structure which they contemplate. But the 
demand of Indian opinion, which we have described as 
directed to obtain self-government at home and national 
recognition abroad, leads us to consider to what extent the 
central executive which we contemplate might be concerned 
with the external relations of India with the other parts of 
the Empire and with foreign countries. 

The existing position has been described in the memo- 
randum which we submitted to the Indian Statutory Commis- 
sion on the status and position of India in the British Empire 
and in the India Office memorandum on the international 
status of India. It is beyond doubt that there has so far 
been no delegation of authority to the Government of India 
in regard to external matters. As regards commercial agree- 
ments with foreign countries she has not the power Avhich the 
Dominions have to enter into direct negotiations. The Gov- 
ernment of India Act restricts the power of the Governor 
General in Council to make political treaties and forbids the 
Indian legislature, without the previous sanction of the 
Governor General, to legislate regarding the relations of Gov- 
ernment with foreign Princes or States. We do not contem- 
plate that in psesent circumstances the Government of India 
could have a decisive concern with those foreign rela- 
tions which closely overlie the right to make war and peace. 
On first elas.s questions of foreign and Imperial policy 
independent action by India is not yet within the realm 
of practical politics. India is indeed more continuously and 
practically concerned with foreign policy particularly in the 
Middle East than any of the self-governing Dominions. But 
whatever may be the degree of consultation with the Govern- 
ment of India, and whatever the agency functions which that 
Government may perform, the decisions must still remain 
with His Majesty’s Government. Nevertheless, there is a 
. large range of external relations wiiich may conveniently be sa 
classed in distinction from foreign affairs, and in which wm 
see scope for an increasing recognition of the indiffiduality 
of India among the nations of the world. It may well be 
that if the purposes of Parliament are defined, as we propose, 
the Government of India jnay enjoy considerable liberty in 
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matters sucli as commercial treaties, and the treatment of 
Indians overseas. We make no precise proposals in this 
regard for, whether our relations be with countries within or 
outside the Empire, we consider that the functions of the 
Government of India must develop by agreement and con- 
vention rather than by the enactment of constitutional pro- 
vision. It is by the groAvth of understandings and conven- 
tions and not by -provisions of positive law that the Domi- 
nions have attained their present position. These are the 
lines on which India’s authority over her own external 
affairs must grow. Such a development not only postulates 
an alteration in. the constitution of the Government of India 
which would confer upon it a distinct individuality for 
domestic purposes, hut is also its necessary complement 
if the aspirations of India for a recognition of its status 
at home and abroad are to be satisfied. The Indian 
Statutor}>- Commission have taken the first step in this 
direction, by recommending that in future the Governor 
General, and not the CroAvn, should appoint the members' 
of the central executive, and in earlier paragraphs we 
have sought to describe what appeared to us to be the 
implication of such a change. If, in addition, India by 
convention were authorized to negotiate and conclude 
agreements with other countries vdtliin the Empire and 
even with foreign nations her feet would he set firmly upon 
the path along which the Dominions have preceded her. 

EELATIONS BETWEEN CENTRE AND PROVINCES. 

198. Principles of classification. — Before we leave the 
discussion of constitutional machinery in the provincial and 
central sphei-es, it will be convenient to Say something upon 
the degree and method of adjustment that their mutual 
relations are likely to require. The Indian Statutory 
Commission conclude* their chapter on the relations, between 
the centre and provinces, with a consideration of the disfcribit- 
tion of administrative responsibility. In an earlier chapter 
on the provincial legislature, they statef their conclusions 
regarding the distribution of subjects of legislation between 
the centi'al and the provincial legislatures. Sir Walter 
Layton’s scheme similarly makes a distribution in the 
financial field. It will be convenient if we deal in one place 
with _these questions of jurisdiction, and with the further 
question of Low far provincial jurisdictions may be sub- 
ordinate to or correlated isuth central authority. We are 
here in a field within which final dispositions cannot now 
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be made. The ultimate form of tlie constitution caimot 
yet be settled, or even be predicted with confidence. *We 
need not, therefore, on merely theoretical grounds radically 
disturb arran.g'ements which have in the past proved satis- 
factory. ‘‘ It is, nevertheless ”, as the Commission observe,* 
“ important to devise the immediate structure in such a 
way as to avoid placing any unneees.sary obstacles in 
the Avay oC any natural future developments ”. Con- 
siderations of that nature, we presume, led the Commission 
to leave intact, save for a few matters of detail, the 
existing distribution of legislative and administrative 
authority, and to maintain,t as we understand them to intend, 
the present loractice of deciding such questions by rule. 
We presume also that the Commission do not accept the 
proposal that residuary functions ” should be provincial. 
In our view it is not improbable that the ultimate solution 
of the problem of jnrisdietions may be the provincialization 
of residuary functions, but we do not feel sure that the 
conditions are yet prepared for a decision of this very 
important point in the future federal constitution of India. 
Two local Governments have advocated that residuary 
powers should rest with the proviuces and not with the 
centre, and apparently contemplate that a final and rigid 
classification of that nature should be made. One of our 
number would prefer to put that arrangement in a some- 
what more elastic form, making statutory provision that 
any matter v/hich is not already specified under tl>e existing 
rules, should be assumed to fall within the jurisdiction of 
the local Government, and that in case it is claimed to be 
within the jurisdiction of the central Government, the 
matter should be decided by the Governor General. It is 
felt that, in view of the. grant of autonomy to provinces 
and the desire to let provinces develop on autonomous 
and federal lines, this is the natural course to adopt. 
It does not in any way commit the centre to any parti- 
cular constitution in future, wdrile it enables the central 
Government to bring the matter within its own juris, diction 
if it really finds it necessary to do so. Others, however, feet 
that so grave a decision cannot be taken at once. In their 
view it would be premature to entrust to local Governments, 
now to be equipped with untried machinery, all functions of 
government other than those specifically assigned to the 
central Government. Such a decision could be taken only oii 
theoretical grounds and might have inconvenient con- 
sequences. It might, for instance, be argued that, if the 
functions, of the central Government alone were exhaustively 


^Yolmne II, para. 180. 


fYoltLiwe II, para. 100. 



37G 


prescribed, tlie-onus of proving that any action taken was 
intrch vires wou\d rest on it alone. Such a position might 
derogate from the vigour of central administration, and 
might have the effect of impairing the liberty of the^ 
Governor General to be the interpreter of this portion of 
the constitution. It seems probable that a scheme of ex- 
clusive jurisdictions could not be worked iinti], the inter- 
pretation of the constitution is entrusted almost entirely 
to judicial authority', and for that development, other 
objections apart, conditions are far from ripe. The. question 
is at present largely one of status which may await decision 
till the new responsible Governments in provinces have proved 
themselves. So far as it is a matter of efficiency of govern- 
ment, the present classification appears to us, as it appeared 
to the Commission, to be generally satisfactory, and we 
hesitate to decide now that functions, which Government in 
future may have to assume but cannot at present foresee, 
should be provincial. We prefer to maintain the freedom 
which the Devolution rules now afford, to extend the provincial 
field as new activities of government develop rather than to 
be driven to devise means of assuming these activities to 
the central Government, as occasion later may arise, from 
among undefined jurisdictions allotted on general grounds to 
provinces. 

Holding these views, we are in general agreement with 
what we take to be the recommendation of the Commission 
that the ckssification of subjects should continue to he 
regulated by rule. We recognize that* “ changes in the rules 
may be necessa.ry from time to time ”, and we see in that 
necessity good ground for avoiding the rigidity of statutory 
enactment. 

199. Legislative jurisdictions. — Legislative jurisdictions 
must indeed rest on enactment, but we share the strong desire 
of the Commissi out “ to see maintained the provisions of 
the existing Act ”. These provisions establish a certain con- 
currence of jurisdictions, kept apart by a necessity imposed 
on both central and provincial authorities of obtaining the- 
previous sanction of the Governor General, before the classi- 
fication of subjects made by rule is transgressed. In effect, 
they protect legislation, provincial or central, from undue' 
challenp of its validity, hnt provide for selection of the 
fprum^in which proposals may he debated and enacted. The 
Commission find these provisions to he “ ingenious and' 
effective ”. We believe them to he well-suited to the condi- 
tions; of the country, and to have proved generally .aceeptable... 
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It is, however, possible to attack them on the grounds that the 
classificcition of subjects requires revision, and that the 
machinery of previous, sanction is capable of improvement. 
I\i the first regard, the Commission reject* ‘ ‘ any alteration 
of the law which would restrict tlie range of the legislative 
pow’er of the centre They look rather to a freer use of 
the Governor General’s pov/er to permit provincial legisla- 
tures to undertake legislation on subjects technicaUy central, 
and to a self-denying practice whereby the 'central legislature 
would make its enactments on such matters as social and 
religions customs adoptive or enabling. We think that these 
are lines which practice may he expected and should he 
encouraged to purs,ue. But w’e observe that tw-o local Govern- 
ments would make more rigid provision. The Govern- 
ment of Madras! would remove it from, the pow’^er of the 
central legislature to legislate for matters 'which concern one 
proAunee alone. The suggestion does not, iso far as we are 
aware, proceed on any ground of complaint in the past, and 
we are reluctant to introduce into an already intricate 
system complications which necessity does not require. There 
is much in the suggestion as made which we could not accept. 
We could not accept it as a denial to the central legislature 
of a right to legislate on its owm subjects of administration, 
if necessary, provnnce by province, or, for instance, 
for individual ports or universities. Nor could we at once 
agree that certain provincial subjects should not he “ subject 
to legislation by the Indian legislature ” as, they are at 
present. .But if the Government of Madras desire that the 
central legislature should not legislate for provincial subjects, 
whose administration has no extra-provincial effects, we 
would expect that the result of such a provision would be 
little different from that produced by the present provisions 
for previous sanction to central legislation. 

The suggestion of the Government of the United Pro- 
■vinees is of the nature of a check to be operated at pleasure 
by the local legislature. It is proposed that the local legisla- 
ture should be empowered to require the central legislature 
to give to its legislation, affecting social and religious usages, 
an enabling form. It would be for the Governor General to 
decide when such a po-wer became operative, bv declaring 
whether the proposed .legislation actually affected social and 
religious usages or not. We are in sympathy, as were the Com- 
mission, with the desire that amendments of social and 
reli.gions usage should be left increasingly to local legislatures. 
But we would not readily agree that all amendmen!s 
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should necessarily he so left, nor that the mechanisTn to secure 
pro\uncial interests should be a provincial power of control 
over the centre. Measures of this Idnd would recpiire the 
previous sanction of the Governor General before introduc- 
tion into tiie Legislative Assembly, and are not now in 
practice taken into consideration till local Governments have 
been fully consulted. It would, we think, be adequate if a 
practice were established that such consultation invariably 
pi'eceded the grant of previous sanction. But we would see 
iiieouvenience in a provincial power to revise the grant of 
previous sanction, or to sit in consideration of a measure 
uiider discussion in the Assembly, and to intervene at any 
stage, even the latest, of that discussion. We would our- 
sselves trust to the recommendations, which the Commission 
have made, to secure due eonsideration of x^rovineial interests. 

The second ground on v/hich the present system may be 
•criticized is that the necessity for obtaining preMons sanction 
to provincial legislation causes inconvenience and delay. 
Criticisms, of this nature were made in the earlier period of 
the reformed regime, when the operation of the law of sanc- 
tion was attended with some friction. That friction is now 
largely a thing of the past, and it is questionable v/hetlier any 
substantial practical i^enefit would ensue from a modification 
of the esistiii,g provisions. Nevertheless we would accept 
ihe suggestion of the Government of Bombay*, whereby a 
discretion would be taken to mitigate by rule the rigidity of 
the prefSent law. 

: 200. Administrative and nnanciai jurisdietions. — The 

present distribution of administrative respo3isibility is. com- 
mended by the Commission as generally satisfactory. We 
agree, and fiiid support for the same conclusion in the 
views which the provincial Governments have expressed. We 
await the publication of the report of Mr. Whitley’s Commis- 
sion before submitting our recommendations for the dis- 
tribution of functions in regard to industrial matters. The 
more particular recommendation of the Indian Statutory 
Commission in regard to the Criminal Intelligence Depart- 
ment is opposed by the Governments of Bengal, the Lbiited 
Provinces, and Assam. The Commission recommend tliat the 
classification of police as a subject of provincial administra- 
tion s,hould be accompanied by a discretion in the Governor 
General in Council to determine conditions regarding 
the organization of a provincial Criminal Intelligence Depart- 
ment. The Commission ri.ghtly regard the matter as 
Important. . An efficient intelligence service will depend on 

^Bombay letter, para. 6, 8- 



co-operation between local Governments and on • eo-ordina- ^ 
tion by the central agency. But tlie Criminal Intelligence* 
Department organization must be part of the regular 
police administration of the province, as the Government of 
Bengal point out, and little practical value would attaeli to a 
powder to impose control over only one branch of a unified 
machinery of police administration. The recoiTimendation of 
llie Commission, however, is in effect permissive, and rve are 
prepared to accept it on that basis. 

In earlier paragraphs of this despatch we have dealt in 
detail with the proposals of the Indian Statutory Commission 
I'egarding provincial finance. These matters also we have 
considered in the light of the principles of classification which 
we have just described. "VVe ■would continue the exist- 
ing practice by wdiicli financial authority is distributed 
by statutory rule, and w^e 'nmuld retain residuary powmrs of 
taxation at the centre. These appear to us to be wise 
accompaniments of the entirely novel arrangements proposed 
by the Commission. 

201. Control. — Turning to the questions of control, we 
find ourselves in complete accord with the recommendation 
of the Co m mission that Governors in the use of their special 
and emergency powers should be supervised by the Governor 
General and not by the Governor General in Council. . These 
powers are exercised in responsibility to Parliament, and 
control of them cannot appropriately be exercised throng'h an 
authority in close relations ■with a popular central legislature. 
It is on that ground rather than on any ground of the ultimate 
form of federation that v/e ■would employ only parliamentary 
channels of control over Governors. 

We approach the Commission’s, recommendations'* relat- 
ing to “ the normal po-'vers of the centre over the provi-ncial 
Governments ” from the points of view of the scope of these 
po^wers and the manner of their exercise. The first of the 
eight categories framed by the Commission seems to us to 
be inevitable not only because central administration is vital, 
hilt also because a central Government without self-sufficient 

■ central ag’eneies, must be in a position to secure necessary 
action in provinces. The provision has indeed the sanction 
of usage, and is not objected to by any provincial Govern- 
mf‘ut. The second category is drawn in wider language than 

■ the corresponding category in Devolution rule 49. The Gov- 
ernment of Madras object to it on the ground that it gives 
the central Government too ■wide a measure of control. Thej^ 
would maintain the existing nile which pro'^vides only for 
intei-provineial dispirtes. The Government of the United 
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ProvincesWoukl accept* it only on ‘‘ tBe understandin:^ that 
the Government of India will be restricted to use their 
powers principally for the purpose of collecting information, 
giving advice, and settling a common policy, and not for the 
pui'pose of interfering in the actual details of administration 
in any province The criticism of the Government of the 
United Provinces appears to us, to contain the answer to the 
objection of the Government of Madras. It is because, in 
many matters which were not in dyarchic constitutions 
transferred, a common policy may need to be determined 
wnthout waiting- for disputes between provinces to arise, that 
a new definition of central control must be sought. We agree 
with the Commission that the definition must be in very 
broad terms. But we also agree with the Government of the 
United Provinces that means mmst he sought whereby pro- 
vincial responsibilities may be safeguarded. The Govern- 
ment of the United Provinces would find these means in a 
definition of the spirit in which control will be exercised. The 
Commission have provided a check in the personal and entire 
discretion of the Governor General to decide, in any given 
instance, the scope of control. We ourselves hope that that 
discretion, combined with the restrictions on the method of 
control which we shall presently suggest, will allay fears that 
the intervention of the central Government may be exces- 
sive. 


^To difficulty arises about the third category which is,, 
however, not so much a matter of control as a distinct power 
which the centre must possess. In a preceding paragraph 
we have stated onr views upon the fourth categoi’y regarding 
control of provincial borrowings. The fifth and sixth 
categories might, we think, well be treated in the chain of 
relations between the Secretary of State, the Governor 
General and the Governor, and should not be classed as 
matters within the superintendence, direction and eontrol of 
the central Government. The proposals t of the Commission 
regarding security serffices confer on the Secretary of State 
a power to require provincial Governments to employ these 
services in such numbers and in such appointments as he 
thinks . necessary. They also imply the power to exercise 
disciplinary authority. It might be convenient if the Secre- 
tary of State were to delegate to the Government of India 
suitable powers, possibly to the extent suggested* by the 
Govenunent of the United Provinces. But we see no reason 
why this should he done by statute as the Commission appear 
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to c-oiitomplate. The phrase* “safeguarding of Imperial 
interests ’’ does not appear to us to be entirely free from 
obscurity, but we feel no doubt of the need for some such 
pro\dsion giving powers to the agents of Parliament. 


Tile seventh and eighth categories appear to us to be 
more suitable for classification as central subjects than_ for 
expression as porvers of control. If they were s,o classified 
the requisite power of control would flow from the first 
categoiy. We recognize, however, that dififienlt questions 
arise, as they have arisen elsewhere, for instance in Canada, 
regarding the participation of provinces in decisions reached 
by the Government of India in external affairs. The subject 
is a difficult one, and its solution will probably be found 
through the operation of practice and convention. But 
whatever procedure may be approved for reaching decisions, 
and we recognize to the full the desirability of preffious con- 
sultation with provinces, it is clear that the final authority 
must rest with the central Government, in whom must also 
reside povv'er to make the decision effective. 


"We conceive of these powers being exercised, as central 
control is at -present normally exercised, by way of consulta- 
tion, advice and even remonstrance. If, however, the Gov’- 
ernmerit of India were unable by these methods to get its 
way, we v/onld not confer upon it a further niandatory power, 
but would expect it to advise the Governor General to ^aet in 
relations w-ith the Governor. The chain of anthoilty would 
be the Governor General’s powers of supervision over the 
Governor, and the Governor’s overriding powers over_ his, 
Cabinet. The machinery of control which we have described 
seems to ns to reconcile the claims of central and of provin- 
cial authority most conveniently. On the one hand, we do 
not desire to exclude the Assembly from discussion of 
matters which fall within the proper scope of the cejitral 
executive. On the other, we see objection to placing a 
Governor or his ministers in the position of receiving orders 
from an executive in relations with the Assembly. In 
practice the necessity of obtaining the decision of the 
Governor General, before it can be beld that provincial action 
affects the interests of some other part of India, will be an 
additional security that the prortncial field is not unduly 
invaded by the powers of supervision. 

202. Co-operation and co-ordination. — The recommenda- 
tions, of the Commission for co-operation betw/een central and 
provincial Governments and for co-ordination of nation- 
building services do not, except in one other respect, involve 
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- any new constitutional provisions. We have already accepted 
the suggestion* that it should be rendered constitutionally 
possible, under suitable restrictions, to assist provincial 
objects from central funds, and vice versa. '‘‘Co-opera- 
tion ”,t say the Coramission, “ should be secured by the 
general goodwill of the Governments concerned, rather tlran 
by the imposition of specific central control We agree, and 
although we recognize that the Commission also . proposef 
that the central Government should “ in future have a more 
authoritative positiou than it noAv enjoys, coiistitutionaily, 
in the transferred sphere ”, we think that the restrictions, 
placed on the second category of control Avill obviate draiger 
of co-operation being secured, save in case of necessity, in any 
other way. 

THE SERVICES. 

*■ 203. The Indian Civil Service and Indian Police Ser- 

vice. — Continuance of recruitment. — The questioji of the 
steps to be taken in regard to those services which are still 
recruited by the Secretary of State on an all-India basis, is 
one of great importance for the future administration of the 
country and, we tliink, for the successful ■working of the ne'W 
constitution which it is proposed to set up. The Statutory 
Commissiou have rightly said that the Indian Civil Service 
and the Indian Police Sei’vice stand in a class by themselves 
as thef ‘ security services ”, upon which depend the organiza- 
tion and direction of the general administrative system and 
tlie maintenance of lavt and order. The Commission recom- 
mencl that these two services should remain on an all-India 
footing, and that recruitment for them should he made by the 
Socrotary of State. The majority of the local Governments 
are very decidedly in favour of this recommendation, though 
within the Governments there are dissentient views. We our- 
selves have no hesitation in supporting the proposal of the 
Commission. It has been objected tha't a provincial Govern- 
ment cannot feel unhampered in the exercise of its authority, 
so long as it is, not free to recruit all its services on its own 
terms and have the final voice in controlling them. The 
anomaly may be admitted, biit it must at the same time be 
recognized that considerable risks will be taken if the direc- 
tion of poJ’cy in all provincial subjects is transferred to 
popular Go'vernments, and that, if simultaneousi 3 r far-reach- 
ing. changes sro made in the administrative machine whose 
task it is, to carry out polie 7 /, there is daiig’er that the ne'W 
system may start under a serious handicap. It is necessary 
to keep the administrative foundations sound, while the new 
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coiisti tiuioii is facing the diffieulties wMeli are likely to coii- 
froiii it at the start. Whether, after these have been sur- 
mu anted, it will be desirable to continue the recruitment of 
the secniity services on the present basis is a question depend- 
ing on conditions which cannot at present be foreseo'it. 

Many of those vrho advocate the discontinuance of tlie 
present form of jecruitment have no desire to destroy tlie 
existing organi?,ation. They recognize the value of the work 
the services may 1ie expected to poi'form during the transition 
period, and would be prepared to face the temporary 
anomaly of retaining officers, who can look outside the 
province for the ultimate protection of their interests. 
But there is a large volume of opinion which argues tha,t the 
existing' body of officers, retaining* their existing privileges 
and safeguards, will be sufficient to tide over the period while 
the new constitution is establishing itself, and that by the time 
they disappear their services will no longer ba required. We 
think that those who hold these views do not take full account 
of the probable results of stopping recruitment. We believe 
that, a.s soon as it was announced that recruitment was 
stopped and that the all-Tndia services as a whole Avere in 
effect being closed down, the existing numbers Avould dAwIndle 
far more rapidl}^ than is deS|ired. Nor Avould it be easy, if 
'necessity arose, to resume recruitment with success after an 
interval, v/hieh would liaAm broken the old connections and 
traditions. The diseontiimance of reeruitmeut Avould ill effect 
amount to taking a final decision at a iinie ivlien the condi- 
tions of the future are still unknovn. For these reasons ive 
hold that it is essential to continue recruitment to these ser- 
vices on the existing basis. 


204. The same. — Recruitment by tli*3 Secretary of State. — 
It is generally agreed that a decision to continue recruitment 
for the security services involves the continuance of their 
recruitment by tbte Secretary of State. The justificatuva for 
maiutaimng lliese services is that they fuimish officers of a 
high standard to deal ivitli matters, the efficient li-andling* of 
whicl; is a. priniaiw interest of the country. It is of tlie 
essence of the case- that the services should be able to attract 
the best inalerial aimilable. As the Statutory Commission 
point out, an all-Tndia service has a much mder field of 
choice than any provincial sendee, and the status and 
traditions aTvaehina* to it attract the best class of Indian 
candidates, avIuIg there can be no doubt that without the 
BGCurit}' which is afforded by the protection of the Sec- 
retary of State, British candidates of the present 
standard could not be obtained. It has indeed been sug- 
gested by the majority of the Bombay Government that, 
Ayhlle these tv/o services should be retained on an all-India 
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basis, they should be recruited not by the Secretary of 
State but through the central Public Service Commission, 
and that they should look for protection to the Government 
of India. Somewhat similar ideas are expressed in other 
quarters. We fear that this compromise does not really meet 
the difficulties that are felt on either side. On the one hand 
British candidates, have for a long time attached great 
importance to the protection of the Secretary of State, the 
value of which has been proved by experience. The Govern- 
ment of India is for them a distant body, Vvhose general atti- 
tude to the questions that may affect them is unknown. Its 
protection will not give them the same sense of assurance ns 
they derive from the protection of the Secretary of State. 
On the other hand, so long as the services remain on an all- 
India basis and their pay and conditions are settled by a 
central authority, whether it be the Government of India or 
the Secretary of State, the objection that local Governments 
would be hampered in the exercise of their authority is not re- 
moved. We do jiot consider ihat any intermediate position 
bet’.reoji vocruitmeni by the Secretary of State and provin- 
cialization is likely to prove satisfactory and, as we bold that 
the time has not come for provineialization, we have no hesi- 
tatioji in siiproi-iing' the proposal that recruitment slionld be 
continued on aii aJl-India basis by the Secretary of State and 
under the guarantee of his protection. 

20o. The same. — Rates of Indianize^tion. — ^All local Gov- 


ernmcKis agree that, if the security services are to continue on 
an all-India basis, the existing rates of Indianization, v/hich 
were fixed on the recommendation of the Lee Commission, 
should be maintained. These rates are calculated to produce 
an equality between the numbers of Europeans and Indians in 
the Indian Civil Service by 1939 and in the Indian Police 
Service by 1949. VV'e propose no change in these rates of 
Indianizatio]!, which are indeed as rapid as appear to us to be 
consistent with the retention of the character and traditions of 


the two services. 


206. The same. — Future reconsideration. — We have indi- 
cated above oiir view that the continuance of re- 
GTultinent^ for these two services must not be talcen 
implying an intention that they should be retained 
indefinitely. All local Governments are agreed tiiat 
the matter should after some period be reconsidered 
in the light of conditions then existing. There is a 
considerable variety in the suggestions, macle'as to the period 
after which - reconsideration should take place. The Punjab 
Government have suggested the year 1949, when the process 
of bringing the number of Europeaus and Indians to an 
sqnality in the Indian Police Service will have been com- 
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pleted. Tbe G-ovemment of Bihar aud Orissa suggest 1939, 
the 5’ear in which a similar process in the Indian Civil Service 
should have been accomplished. The Central Provinces Gov- 
ernment suggest that reconsideration should take place when 
equality of Europeans and Indians in each service has been 
reached. We doubt whether at this stage it is necessary to 
take a definite decision on the point, particularly as it seems 
to us inevitable that, when the proportions contemplated by 
the Lee Commission have been attirined, the future of each 
service must be fully reviewed. 

207. The Indian Forest Service and the Irrigation branch 
of the Indian Service of Engineers. — The Statutory Commis- 
sion did not roach any definite conclusion as to whetlier all- 
India reefuitment should continue for the Irrigation branch 
of the Indian Service of Engineers and for the Indian Forest 
Service. None of the provincial Governments had recom- 
mended this course, but the Commission were so much im- 
pressed by the importance of the work these two services 
perform, that they felt the matter required further examina- 
tion. Local Governments have again expressed their opinions 
in the light of the considerations brought out in the 
report of the Commission. They are, however, still 
unanimous that there is no necessity to continue recruitment 
for the Forest Service on an all-India basis, and, with the 
exception of the Governments, of the Punjab and of Bombay, 
no local Government recommends that all-India recruitment 
should be continued for the Irrigation branch of the Indian 
Service of Engineers. In two provinces recruitment for the 
Indian Forest Service has already been terminated as the 
result of the Lee Commission’s recommendations, and im- 
portant as, the vcork of the Forest Department is, we do not 
feel there is sufficient justification for continuing roernitment 
for the Indian Forest Service in the other provinces, contrary 
to the recommendations of the local Governments. It can 
only be for very special reasons, such as those which apply to 
the two security services,, that recruitment by the Secretary of 
State can be justified for services which will be worldng* under 
an autonomous provincial Government. In the cas,e of the 
Irrigation service the considerations are perhaps more evenly 
balanced. The revenue derived from the great irrigation 
works in certain provinces is a vital element in provincial 
finance, and the irrigation system is one of “the chief founda- 
tions of the economic prosperity and contentment of the 
people. The official members of the Punjab Government go 
so far as to say that the efficiency and initiative of the irriga- 
tion officer is a factor for internal stability, practically on a 
plane with that of the officer in the security services. - It is 
easy to understand the anxiety expressed by the majority 
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0# the Punjab' Goveriirnent on the reserved side to retain- 


■vvliat they regard as an iiisiiranee against deterioration in a 
service of such vital importance to the prosperity and. 
economic life of the province. The recommendation of the 
Bombay Govenunent is also doubtless due to the fact that 
the vdiole future of Sind depends on the success of the Sukkur 
Barrage irrigation gchenie, in vliicji, moreover, a huge capital 
snm has been sunk. It rvould be rash lightly to disregard 
the vievrs of the local Governments, in a matter of snch 
Brndanrsiital concern to them. At the same time, v/e are 
anxioiiS that reernitmerit should not be eontiiraed under the 
guarantee or the Secretary of State unless the need for it 
is bej'ond all reascmabls doubt. In all provinces, except 
the Punjab and Bombay, local Govermiients are pre- 
pared to take the ri.sk of cli.spensing v’ith reeiTiitment for this 
service on an all-India ba.sis., and ^vs accept their views. 
We have not been able to reach a final conclusion in regard 
to the Punjab and Bombaja There would be obvious advant- 


ages,, we think, if it were possihlo ti> retain an all-India ser- 
vice for dealing with the great schemes of irrigation of the 
Indus valley, particularly as they affect two ’ different 
local administrations. On the ot-jer hainl, due weight nriist 
be attached to public opinion, and it would seem, from the 
views recorded by the Revenue Meirmer and the Minister for 
local self -government in’ the Punjab, that there is defiaite 
opposit’Qn to the continuance on existing lines of recruitment 
for the Irrigation service in the Punjab. If it were decided 
that recruitment should be maintained on an all-India basis 
for the Punjali and Bomba3p it would be for further con- 
sideration whether this recruitment sliould be carried out by 
the Secretary/ of State, a.s recommended by the Punjab Gov- 


ernment, or bjr the Public Service Commission, on behalf of 
the Government of India, as recommend-ed bj' the Government 
of Bombajn Whatever may bo the decision in regard to the 
Punjab and Bombay, we are agreed that in other provinces 
recruitment by the Seerstaig/ of State for the Irrigation 
branch of the Indian Service of Engineers should not be con- 
tinued after the introduction of the new constitution. 


208. The central services. — The Statiitory Commission 
have made no reference to the position of the central ser- 
vices, which work under the Government of India. For the 
most part the control of these services has been vested by 
the recent . civil services (classification, control and appeal) 
rules in the Government of India. But the Secretary of 
State in Council is still responsible for the recruitment and 
control of the Indian Political Department, the Indian 
Ecclesiastical Establishment, persons appointed outside India 
to the superior telegraph engineering and wireless 
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branches of the Indian Posts and Telegraphs Department and 
a few civilian officers holding posts which are paid tiom 
arniv estimates. He also recruits officers appoin e oiiwa 
India to the superior railway services, and controls the oom- 
paratively few officers iioidmg the Kiiig;^s commission on m 
active list 01 the regular afrny and tne Royai inuimi ma. me, 
who are employed in certain central services. \\ e assume, 
that the Statutory Commission inteiided that tnere should ^be 
no cliaiige in those respects. That is alsn^our me\v, excep. 
in so far as recruitment for the superior leiegjapn engineer- 
ing and wireless braiiclies of the Indian ifosib ana - 
graphs Department is coiicernea. We du^no... uimk d _ 
necessary that the Secretary of biate ^sxioiiic coiianiie m 
future to carry on British recruitment lor inis service, 
cadre is small British recruits are not likely to exceed on 
the average one in two years and the mimljer may even oe 
less, and we have no reason to doubt that the Co^mriiment ot 
India vdll ba able, without the assistance of the oecietai}' or 
State, to obtain suitable British reeniits in the niimoers le- 
quired. 

209 Bafe-o-pards and conditions of service.— It is common 
gronnd tliat° whatever may be the decision as to future 
recruitment of the all-India services, the officers at present 
in these services should be encouraged to remain, and slioiiid 
retain all their existing rights, safeguards and_ prospects. 
Further, as we explain later in our observations on ffie Coun- 
cil of India, we recommend that changes in the statutory rules 
affectiii^^ tlie ser\^ices slioiiM be made in coiisiiltatioii wirii a 
body vdiich represents service experience. One miportant 
factor ill the retention of the existing officers ot tlie axl-india 
sen ices is undoubtedly the right of premature _ retirement. 
This is at present possessed by all officers in these ser- 

vices, except tlie more recent recruits of .tisiatic clomicile. 
Generally speaking, under existing orders, the^eptmn m retire 
prematurely extends only for tYrelye inontlis alter the transier 
of power proposed bv’" the Commission has taken p.ace. A1 
local Governments agree mth the Statutory Commission that 
the right of premature retirement should be continued, with- 
out limit of time, to any officer who might under the present 
rules have so retired on the coming into force of the new 
constitution. We have no doubt that the^ extension of this 
privilege is essential. If an irrevocable choice is presented 
at a particular moment, there is a serious risK^tliat a huge 
number of valuable officers woiild decide to retire. The ex- 
perience of the past has demonstrated clearly that officers 
are more likely to remain while the option of retirement is 


kept open. 

The Commission recommend that those, who are recruited 
after the introduction of the new constitution, should enjoy 
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tliS same rigiits, privileges and safeguards as members 
recruited before tiie change, except in respect of the right of 
premature retirement. They do not consider it is reason- 
able that those who enter the services ^yith full knowledge of 
the conditions should be granted this right. In principle we 
accept this view, but, in agreement with more than one local 
Government, we regard the matter as one that will _ have 
to be decided in accordance with the practical considera- 
tions of fact. If satisfactory recruits can be obtained 
without the grant of this privilege, there is no reason why 
it should be granted. But we do not think it would be wise 
to run the risk of losing the' recruits required for the all-India 
Services, merely on this point of principle. It does not follow 
that it would be necessary to extend to new recruits the 
precise scheme which is, open- to existing members of the 
sei’vices. We think that the suggestion made by the United 
Provinces Government that rights of retirement should be 
offered after fixed periods of service, the earliest of such 
periods being twelve years, might well be considered, should 
the necessity for making this concession arise. 

210. Security of pensions, family pensions and provident 
funds. — The replies of lo-cal Governments indicate marked 
uneasiness among members of the all-India services in regard 
to their pensions, family pensions and provident funds. On 
these questions we endorse the recomnieiiclation* made by 
the Indian Statutory Commission. They point out that they 
are not proposing any change which would bring pensions 
into jeopardy, but, following the Lee Commission, they recom- 
mend that, if any statutory change is made hereafter 
involving tlie tra]isier of the financial control in this regard 
now exercised by the Secretary of State in Council, adequate 
provision should at the same time be made for safeguarding 
service pen.sions. We assume that their recommendation was 
intended to include family pensions and pro^udent funds. 
This is a mattei' to which we attach great importance, and we 
L.-ust that cui assui'anee on this point wull be given .by His 
Majesty’s Government, and that it may be found possible to 
restate 'with reference to present conditions, in terms as ex- 
plicit as may be, the principles set forth in paragraph 4 of 
Mr. Montagu’s despatch No. 5-Public, dated the 9th February 
1922. In the meantime we are examining, in connection with 
various memori.als received from members of the services, 
the question whether it is practicable to supplement this 
assurance by measure.s which will give a greater sense of 
security to the services, and we propose to address you 
separately on this subject at an early date. 

^Volume II/ para. 332. 



211. Other recommendations.— We accept in principle the » 
nroTDOsals of the Commission in regard to the ‘ establishr^i t 
of p^'ovincial Public Service Commissions. 

other matters of less importance on which we shall aadie^s 
you separately. 

.RELATIONS WITH THE STATES. 

212 The federation of all-India a distant ideal. The 
relations which should obtain between British India and 
the Indian States raise diifienit qnestions mnnriiate and 
remote, botli of which have been discussed, by tin- 
sion. We readily accept the ideal of an ultimate 

of all-India, and agree .vuth the ^OTLeJve 

fndian States and the provinces of British India ^ prese ^ 

rtLrkable cultural affinities, and are slowly working oiffi a 

common destiny. We recognize the 

find political unity of British India and the State's, but we 
thare^ the repugnance of the Commission to pronounce dog- 
Sc conclusions. The ideal which has received general 
accentance. and which we also accept, isf some^ sort ^ 
federal arrangement ”. Deep-seated ffiffienlties f i 

the heteroo'eneity of the units to be federally associated, aim 
lom ilie ^d™ of matters to be made subject to coffirol 
from a common centre. The Commission remark that nlti- 
mate federation cannot follow any known pattern, ana 
we doubt whether any advantage is to be 
attempting now to sketch the ultimate fonn ot futur 
political association between British India and the States. 

Eederation might possibly be evolved_on some such lines 
as have been followed in the Dominions* or in federal countries 
elesewhere, but we refrain at this stage from foUovung the 
Commission into an examination of the methods by whic t 
end might be reached. The example of Canada has appealed 
to them, but the Commission go no further than to say that 
individual adhesion is a possible method of approach. AVe 
are ourselves by no means clear that adhesion to the legisla- 
ture of British’ India holds out greater promise than the ex- 
pansion and development of the Council for Greater India, 
and we hesitate to assume that the relations existing, between 
the provinces of British India and the centre mil not neces- 
sitate a permanent central legislature for British Hidia, deal- 
ing with matters which are of concern to British India alone, 
and t.o which the States could not appropriately he admitted. 
We think that the way should be left open for the continued 
existence, if necessary, of the British India legislatuie for 
British India purposes, and for the possible creation of an 
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" all-India legislature in whicli both the States and the pro- 
vinces Avould be represented. 

In short, the time has not yet come for a choice to be 
made. A federation of all-India is still a distant ideal, and 
the form which it wiU take cannot now be decided. The duty 
before us at this stage is to assist in arranging the prelimi- 
nary setting and in removing obstacles from a still untrodden 
path. Without indiiiging in remote speculation, we think 
it more profitable and necessary to examine the concrete pro- 
posals which the Commission make for immediate action. 

213. ParamoiTiitey. — We have already intimated, in the 
course of our examination of the structure of the central 
execiitive, our acceptance of the Commission’s suggestion that 
the exercise of paramountey should no longer be a function 
of the Government of India. We proj)ose now to discuss the 
suggestion in some detail. 

At the outset we accept the important distinction made 
by the Statutory Commiss-ion between the exercise of para- 
mountcy on the one hand and, on the other, the normal treat- 
ment of matters which are of common concern to the States 
and to British India. It is only in respect of the former that 
the Commission recommend that the Viceroy should be 
statutorily vested mth the functions now exercised by the 
Government of India ; and the Princes themselves ask for 
nothing more. The object of the proposed transfer is not to 
ch^^nge but to perpetuate the present location of responsibility 
with the agents of the Crown, and the need for it arises partly 
from the anticipated increase of the responsibility or respon- 
siveness of the Governor General in Council to the. British 
Indian legislature, and partly from the formulation of 
the ideal of a federated India. Whatever legal or constitu- 
tional arguments might be advanced to the contrary, it is in 
practice essential that the obligations of the Crovm towards 
the Indian States should continue to be discharged through an 
agent whom the Crown is able fully to control. At the same 
time, as the Commission point out, it is in the last degree 
improbable that the States would ever assent to the idea of a 
federal association, whose democratically controlled executive 
could claim to exercise rights of paramountey over them- 
selves. Any invasions or limitations of the autonomy of 
the States must come not from the Government of British 
India, but from the representative of the British Crow-n, to 
- whom alone the Princes admit allegiance. 

We have anxiously considered whether' the object as 
defined above could be achieved by any means less drastic 
than those advocated by the Indian States Committee and 
the Statutory Conunission. Our opinion that there is no 
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satisfactor.y alternative is not entirely nnanimous. One of 
us holds the view that the arrangement, under which tije 
exercise of paramountey is constitutionally vested in the 
Governor General in Council, should not be disturbed, except 
to the extent of providing that those members of the Governor 
General’s Council, who may in future he responsible to the 
central legislature, should be specifically debaried from 
participation in the disposal of such business. In other 
words he considers that, in the event of the introduction of 
dj^archy into the central Government, all matters relating to 
paramountey should he classified as ‘ reserved If, 
how'ever, the central Government is to be unitary, subject to 
the reservation of overriding powers for the Governor 
General personally in certain matters, the exercise 
of paramountey should, in his view, undoubtedly be a 
matter in which the Governor General should possess such 
powers subject only to the control of the Secretary of 
State. He further considers that, if his views as summarized 
above do not meet with acceptance by His Majesty’s Govern- 
ment and if members of the Governor General’s Council are 
to be relieved of all responsibility in regard to the functions 
of paramountey, . that responsibility should be vested in the 
Governor General rather than m the Viceroy. In urging 
this rdew (which for reasons explained below the remainder 
of us are unable to endorse) he is actuated by the fear that, 
if at some future date the offices of Viceroy and Governor 
General were to become distinct and to be held by two 
separate persons, baffling and undesirable complications 
might ensue. His g’eneral atfitude towards the whole 
question is that the contemplated change involves a wery 
drastic separation between British India and the States, 
which is calculated to render their eventual fusion more 
difficult than would otherwise be the ease. 

We realize that this latter vietv is held in considerably 
stronger form in other quarters also, and that there exists a 
suspicion that the vesting of the functions of paramountey 
in the Viceroy must, and may even have been expressly 
designed to, hamper and delay the progress of India as a 
whole towards true autonomy. We doubt, however, whether 
this suspicion would be dispelled by the adoption of the com- 
promise favoured by our colleague. The dyarchic arrange- 
ment which he contemplates would be at variance with our 
ideas as to the future constitution and functioning of the 
Governor General ’s Council, and could, at the best, be only a 
temporary makeshift which would avoid rather than solve the 
ess,ential problem. The alternative proposal that the rights of 
the Princes should be safeguarded by the vesting of over- 
riding powers in the Governor General is open to the objection 
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that it would afford the legislature a constitutional locus 
siancli in a '.sphere which, as our colleague himself admits, 
ought to be reserved for Parliament and the Crown, and Avould 
create a position with wide possibilities of friction and mi.s- 
understanding. Finally, both alternatives would entirely fail 
to satisfy the Princes, whose hopes for the future are centred 
in the solution rvhich we are advocating. We consider that 
that solution tends to unity rather than to dissidence. We re- 
gard it, in fact, as by no means inconceivable that the sur- 
render of the functions, of paramonntey to a democratically 
controlled Government of India would lead in no short space 
of time to open defiance of the latter, and perhaps even to 
hostilities. It may be argued that the Government of India 
is not yet democratically controlled, and that the change 
which we ai‘e advocating might well be postponed until that 
contingency has arisen. We would reply that we are 
satisfied that any such delay would be dangerous. The 
influence of the legislature upon the central Government is 
already sufficiently great to justifjr the misgivings which the 
States entertain. Nor is any one likely to argue that they 
are mistaken in anticipating that it will rapidly- increase. 
So long as this constitutional question remains open it will 
be a focus of controversy and friction, and the postponement 
to some future time of a decision which we regard as in- 
evitable w'ill only increase the difficulty of its eventual appli- 
cation. If it is defended and enforced now on the grounds 
which we have described above, we trust that public opinion 
may be? brought to realize that it is not so comprehensive or 
disturbing a measure as it has been represented in some 
quarters to he. In all matters, wdiere British Indian inter- 
ests are concerned, British India wull, as at present, have 
full constitutional opportunities for expressing, and, -with 
due regard to the rights of the States, enforcing her desires. 
And even in affairs internal to the States there Avill be no- 
thing to prevent the Viceroy, if he so Avishes, from obtaining 
the opinion of his Council in any matters AA’hieh, by reason 
of their nature or intrinsic importance, seem to require 
scrutiny from the Biutish Indian standpoint. 

It will be obsexved that Ave have, in the foregoing 
obseiwations, been at pains to use the term ‘ Viceroy ’ in 
preference to that of ‘ Governor General ’. It is, in fact, 
our considered opinion that the Governor General should 
hereafter he appointed under the dual designation of 
Viceroy and Governor General, and that his functions in 
regard to- the exercise of paramountcy should be statutorily 
vested in him under the former designation. The argu- 
ments , on which this proposal is based, though in part 
sentimental, appear to us to be cogent. It is on the King 
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Emperor that the loyal sentiments of the Indian Princes are 
centred, and it is towards the Viceroy, as His Majesty’s 
representative rather than as the Governor Genei'al of India, 
that they feel that respect and devotion which is so valuable 
a factor in onr dealings mth them. 

214. Matters of common concern. — ^V^ith regard to mat- 
ters of common concern the Commission make three definite 
proposals, namely, that a list should be prepared of those mat- 
ters which are of common concern to the States and to British 
India ; that there should be included in the preamble to 
any nev' Government of India Act a recital which would put 
on recoi d the desire to develop that closer association between 
the Indian States and British India which is the motive force 
behind all diseussiiuis of an eventual federal union ; and 
that profusion be made for the creation of a Coim- 
eil for G veater India for the purpose of joint consultation on 
matters of common concern included in the list. 

We sirpport these three suggestions, hut make the fol- 
lowing general observations. The list of matters of com- 
mon concern is to include from the outset thirteen matters 
which cover a large portion of the range of the Government 
of India. Defence is a noticeable omission, presumably in 
accord with the Commission’s recommendations to remove the 
admijiistration of the army from the Government of India, and 
to_ constitute a committee on army affairs on which the States 
might be given representation. The list is to be included in 
a schedule to the Act and the matters included in it will 
require to be brought up for joint deliberation. The require- 
ment of joint deliberation imposes a restriction upon the free 
action of th(i Government of India, but we take note that the 
list is to be made in consultation and by agreement. 

We have no objection to a recital in the preamble which 
merely places on record a desire for closer co-operation in 
the future. But in the form given to the recital* in the 
report there is approval of the principle of joint deliberation 
on matters of common concern at the discretion of the States. 
We conceive that the form of the i-ecital will be determined 
by the conclusions reached as to the nature and functions of 
the Council for Greater India. Eepresentation on the Council 
may be regarded as participation in a mutual privilege, but 
the view may be taken that its creation imposes a constitu- 
tional limitation on the free action of the Government of 
British India. The implications of the recital proposed by 
the Commission are that while British India is given no dis- 
cretion and must submit to discussion of its functions, so far 
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as they fall within the list of matters of common concern, for 
Ihe Stfites submission is optional. No Indian State need come 
vcithin the scheme, unless it so desires. 

215. The Council for Greater India. — The provision for 
iho Council for Greater India is a statutory discretion in 1!ie, 
CroAvn io create the Council for purposes of consultation. We 
liave no particular comments to make on the suggested com- 
posltiou of the' CVmneil, or on the proportions pvopoaetl, 
respectively for the rei)resentatiou of the States and of 
British India. We think it prohalde, however, that on prac.- 
tieal grounds it might he necessary to increase its l.otal meni- 
iR-rsiiip to jiot less than 60, of whom ahout 20 might he r*'- 
la’eseniativf'S of the States. As to the scope of tin' rnnCiojis 
(.f the Council, the power given to the Viceroy in certify 
from lime to time such other matters as lie may c<insider 
snitaiile for comsideiation by the Council introduees ela.slicily, 
hut the demand might he made from the British India side 
that additions to the list should be made only by rule. We 
agree that the functions of the Connell should be eonsnlln- 
live only, Init in some respects tlie consequential pvorjosals* 
made by the Commission induce misgiving. Instead of re- 
porting to ihe central legislature and to the Chamber of 
Princes, a more suitable arrangement might be that it should 
advise the Viceroy and Governor General. In the second 
Itlace we are doubtful whether the Council shoitld possess 
the administrative power of appointing committees of in- 
vestigalion and report. Lastly, since the Council is itself to 
he composed of mixed elements we are not entirely satisfied 
of the need of any provision for meetings rjf a joint com- 
mittee draAvu from the Council and fram tlio central 
loglslatin-e. 

These however are matters of detail susceptible of ad- 
justment by discus.^iou. In the meantime we rc]>eat onr geiu*- 
ral agreement with llie Commission Is suggestions. We re- 
gard them aS' a A'aluahle contribution to current political 
thouglit on an exceedingly difiieult pi'oblein, and we trust that 
they may attract support both from the Princes aiid from the 
representatives of British India at the Round Table Confer- 
ence. 

216. Economic and financial relations. — ^Before we leave 
ihe problem of relations with the States we take this oppor- 
tunity to refer to developments outside the reeommendatlori' 
of the Commission. It is well knovni that for some years pas; 
the States have been claiming a share in tire customs revorm--. 
of the Government of India. These claims were presented bv 
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considerable detail before the Indian States Committee, wl3ic?Ji 
recommended that an expert committee should be appointed 
to enquire into the reasonable claims of the States, or groups 
of States, to- a share in the customs revenue, as also into any 
reasonable claims iinder other heads, and at the same time in- 
vestigate the adequacy of the contributions of the States to 
Imperial burdens. Snbs,equent to the publication of the re- 
port of the Indian States Committee, the claim of the States 
has developed into something wider and more comprehensive 
than a request for a share in the customs revenue of British 
India. They ask in effect for a survey of the whole field of 
their financial and economic relations with the Government of 
India. 

Jn their report’’ the Indian States Committee rejected 
the cojitention of the Princes that the indirect taxation of their 
subjects by means of onr customs tariff is ultra vires from 
the point of ^iew of international law .and partakes of the 
jiatnre of a. transit duty. Cnr own exhar^stive examination of 
the claims put forward has failed to reveal any ground on 
which relief can be claimed as a matter of right, either under 
treaty obii;^ations or from past practice ; and our broad con- 
elusion has been that the question is but one aspect of the 
many-sided problem of the political evolution of India and of 
the future relations, especially the future financial relations, 
between the Government of India and the Indian States. We 
have, however, long been* conscious that, from the point of 
view' .of equity, the operation of the customs taiiff has pro- 
vided the States, or at anj^ rate some of the most important 
among them, wdth what they believe to be a griefanee. There 
is the further consideration that for the reasons anticipated 
in Sir Walter Layton’s scheme, the burdens imposed on the 
States through this indirect taxation of their subjects may 
becomt! heavier in the near future. 

217. The need for a solution. — Apart however from con- 
siderations of equity, there are now new arguments of even 
greater practical importance which in onr view necessitate 
an early review of onr financial relations with the Indian 
States. In the first place such a review seem.? to follow in- 
evitably upon the proposal that the Viceroy and not the 
Go%'ernor General in Conncil should be the sole agent .of tlie 
Grown for the exercise of paramonntey over the States. If 
this proposal is approved British India may maintain that 
its ■ own legitimate revenues should not be called upon to 
defray tiie expenses of tlii.s new relationship. We anticipate 
therefore that.it may becorne necessary to have a completely 
separate “ political ” budget directly financed, so far as may 
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found po&'sible, from the contributions of States and their 
subjects, ndiich at present fall to British Indian revenues. 

Secondly, though we are, as wo have stated^ in full agree- 
ment with tJiat portion* of the Statutory Conmission’s report 
which recommends the creation of a Council for Greater India 
lor the treatment, in a consultative capacity, of matters 
of ail-India concern, we think that the consultations of such 
a Council wonld have much more reality and practical useful- 
ness if the States had a definite financial interest in that por- 
tloii of thy agenda which relates to tlie indiroct 1a,xatiou of 
their subjects. 

The tliird and most important eousideratioii is that 
the natural and harmonious development of the financial and 
economic programme, suggested by the Statutory Commission 
for expanding the resources of British India, would be much 
more effoeth-ely pursued if llie eo-()peration of the States 
could bo assured. Sir Walter Layton hast expressed the 
opinion that, if his proposals are to succeed, “ some means 
must be found of harmonizing financial policy In the iwo 
sections of the country ”. 

218. The possibilities of conflict. — In our view the require- 
ments of the future will demand such a harmony not only 
in the sphere of finance and taxation, but also in such matters 
as legislation affecting the conditions of industry. Foi' 
example unless the co-operation of the States can be secured, 
there is^a real danger that the absence of restrictive Factory 
Acts may attract industries to the Indian States to the detri- 
ment of British India. In the sphere of finance and taxation 
the need for' uniformity of practice between British India 
and the States is becoming increasingly important. There is 
the obvious case of the income-tax, in regard to wliich a dis- 
parity of rates may lead to a removal of business from British 
India, a danger which becomes greater as the rates of income- 
tax increa.se. Again tlie development of ])orts in certain 
maritime States has raised questions, which concern not only 
our sea customs revenues but also the coufiieting intere.sts 
of traders in various parts of India. In so far a.s the customs 
revenues are concerned, rve have taken such action as 
appeared to us necessary and justifiable for the protection of 
onr interests, but such measures cannot fail to be attended 
by friction, controversy, and administrative incom'enienee 
and we should greatly prefer an agreed settlement, which 
would remove all obstacles to the natural and liarmoniouvS 
development of India’s communications bv sea and land 
Lastly, if we are in future to develop our financial resources 
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by vosdi'l to now all-iiidia oxcisos of the nature conieniplatcd 
by Hir W'alter Layton, tJae eo-uperation of the States will be 
easeuliai. This need can be easily established by a single 
illustra1i(jn. If the nianufacture of matches were to be per- 
mitted w'ithont excise restrictions in State territory, the con- 
sumption of initaxed matches in British India on a very lai'ge 
scale Vs’onld inevitably folloAv, and no bystem of customs 
l^arriers could be developed on a snffieiently wide scale at a 
sufficiently reasonable cost to proA’ent that eon,se(p’ence. 

219. An economic union. — We have given thi.s brief slatc- 
ment of an impending problem in order to indicade that, when 
discussion turns on ways and means to luing about an asso- 
ciation between British India and the States, the matters at 
i.ssue are academic. Important praclicaL cousideratious 
are involved. The bnancial and economic issues alrciady 
raised between the tavo component parts of Greater India, 
necessitate early solution. We do not claim to have formed 
decided aTgaa’s. The AA'hole question must inevitably be con- 
sidered at the Eoraid Table Conference, Avhen representatives 
of the States and of British India aaTII liaAm equal o|)por- 
tuiiities of expressing tliemseB’es. We can at this stage do 
little more than put foi'Avard certain principles Avhich appear 
to us likely to govern the case. 

In tlic first place, there can be no diminution by the 
Gnvei’iunent of their right to levy and retain custonw duties 
on all goods imported at Britisli India ports, even though 
destined for consiunption in Indian States. But the Govern- 
ment of India can in our opinion properly agree to rcAdcAA" the 
position on equitable grounds, for the reason that tlie customs 
reAmnuo and import duties have in recent years come to boar 
a substantially different significance to that Avhieh they lioro 
Avlien tJie original treaties and arrangements with the 'States 
were settled. 

Secondly, if consent he gB-en to take into account con- 
siderations of equity in a revioAV of the customs situation, it 
siiould be counterbalanced by a simultaneous review of the 
position as regards the States’ contribution to the cost of 
defence and of other Imperial services, which relieve the 
States of expenditure or contribute directly or indirectly to 
theix' beneiit. Financial investigations Avould therefore cover 
the Avhole field of claims by the States against Eiitish liitlia 
revenues, and counterbalancing claims by British India 
against the States. 

_ When the accounts of both sides have been drawn up, 
some States may be found to have a credit balance ; others 
may be foxmd to be making less thaxi a proportionate contri- 
bution to Imperial burdens. For this reason, no financial 
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s^ittleiueiil aliould be inade with iiidividuai Stales tiiat does 
not have regard to the entire aceonni. Each settlement must 
be an integral part of a general settlement between British 
India and the States as a whole. Further, before any linancial 
settlement be entered into, the States concerned should bind 
themselves to the adoption of a policy uniform with British 
India, in regard to* such matters as commercial and iiidnstrial 
legislation, the level of theii- excise duties, and the rate of 
their income-tax. The proceeds of such uniform taxation, 
including' customs duties collected by maritime States at their 
ports, should be credited into a coiarnou xjool witli a. view to 
its ultimate distribution on such equitable principle as may 
be agreed upon, and there should be full facilities for inspec- 
tion by an all-India inspectorate staff, in the recruitment and 
control of which the States wmuld have a share. 

In no case \vould retrospective effect be given to any 
financial settlement or part thereof. 

220. A settlement by agreement. — "We set out these broad 
principles for general consideration. We recognize that con- 
tro'versial issues ai'e raised, but the problem is pressing, and 
it is essential that such solution as may be reached should 
carry conviction on both sides, in the States a.n.cl^ in British 
India, that the interests of neither have been ignored _ or 
sacrificed. It seems to us that the best occasion for reaching 
sn ag’reement satisfying this condition will be afforded by 
the forthcoming E-ound Table Ooufereuce, and we recommend 
that every advantage should be taken of the opportunity. If 
there were to be complete agreement as regards principles, it 
would remain only in the case of each State to translate those 
principles into terms of a financial settlement. A second 
alternative, the possibility of which we do not exclude, 
would be an agreement betAveen the representatives of the 
States on the one side and of British India on the oilier, that 
the v/hole question of the future financial and economic 
relations should be referred to an arbitral tribunal, whose 
decision would be accepted as binding on both parties. 

THE HOME GOVEENMENT. 

221. The executive authority of the Secretary of State. — 
In an. earlier portion of this despatch we have described the 
constitutional importance attaching to the recommendation 
made by the Indian Statutory Commission that the members 
of the central Cabinet should be appointed by the Governor 
General We have sought to show in what Avay such an 
arrangement will affect the relations of the executive with 
the legislature, and to suggest how the recommendations 
ef the Indian Statutory Commission might be developed 
into a working partnership in administration in India. When 
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■vv't' [U’ueeed to consider more closely liow a central Uabiiiet 
resting on sucli a basis should be related to authority in 
EjigliUid. we think that the general tenor of the recom- 
mendations of the Indian Statntorj' t’onnnission inrolvcf^ 
that the Secretary of State shall in fiitnro exercise over’ tin.' 
trorernment of India only a power of superintendence, dii’ee- 
tion and control. ~\Ve consider it i.d' some' importance to 
place beyond possiliility of doubt a positi<.)n wdiieh to some 
minds may appear obvious, for the “ doctrine of agency 
iias at times been strongly pressed. In earlier years this doc- 
trine encouraged a tendency to Inlng the Viceroy mlo the 
same relation to the Secretary of State as that in wliieh an 
Ambassador or Minister ad a foreign court stands to tlie 
Secretaiy of State for .Foreign Affairs, and it was relied upon 
by Ijord Morley in asserting for the Seeretary of Stale the 
extreme power of giidng direct order.s to oi'ery officer in India 
from the Governor General to the humlilest sorimnt of Gov- 
ernment in the districts. 

In future, accord.ing to the recommendations of the 
Indian Statutory Commission, the power to appoint the uiorn- 
Isers of his Cabinet, alike in provinces and a.t the centre, 
would rest with the head of tlie administration. This ap- 
pears to iiivolve that the Govenio]- General and Governors 
wrmld conduct the administration with advice from members 
of tluir Cabinets and under the control, greater or less;, of 
tli.o Crown. Prorincial Cabinets wmuld, save for the ovei'- 
riding powers of Governors, and a limited superintenclon.ee 
Jd'om Tlie centre, be subject only to control by provincial 
legislatures. As regards the centre, “ *the executive ” 
say tlie Cofnmission, “ will to an increasing degree he 
responsive to the will of the federal representatives 
Such ail arrangement in our view' would seem to 
preclude the retention by the Secretary of State of a primary 
powm*r of administration devolved upon him from the Crowm. 
Tlie future constitutional position in the presence of execu- 
tive Governments so constituted would naturally he that 
the administration would become vested in the Orowm, 
and exercisable at the centre by the Governor General ancl 
in. jxi'ovinces by the Governor, but subject to such superintend- 
ence and control on behalf of the Crown as might in each ease 
be fmmd apprtipriatc. The scope of the authority of the Sec- 
retary of State would then be two-fold. First, he. would he 
the adviser of the Crown, or, if devolution were made to him, 
the first executive authority for matters removed from the 
jurisdiction of the Government of India. _ For instance, the 
original authority^ for the making of treaties, the exercise of 
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paramonntcy, the contraction of loans of particular lands, and 
the recraitment of certain services might vest in the Secre- 
tary ot fetate. But his duties pf this nature would be limited 
to the particular matters, specifically removed from the gene- 
ral devolution of authority from the Crown to the Governor 
General or the Governor. Second, the Secretary of State 
woula exercise powers of superintendence, direction and con- 
trol over heads of administrations, cori'esponding to the obli- 
gations laid upon them. 


u22. The Secretary of Statens powers of superintendence, 
direction and control. — d^'e have ali-eady explained how our 
conviction of the necessity for a partnership betiveen Britain 
and India has led us to the conclusion that Parliament should 
consent to specify the purposes for which alone it will assert 
Its authority in the administration of India. We are accord- 
unable to accept what we take to be implicit in the 
recommendations of the Indian Statutory Commission, 
namely, that the Governor General in Council must in terms 
continue to be subject to tho undefined control of the Secre- 
tary of State, but that in practice the intervention of the 
Secretary of State should depend very largely upon Ihe atti- 
tude of Parliament. In regard to provincial administration 
^ ^ should no longer be open to the Secretary 

of State to issue orders on matters which are of no concern 
oidsj.de the piwmce itself, other than the limited class in 
regard to ''yhich special powers are reserved to the 
Governor We agree also that at the centre the personal 
powers _ot the Governor General should be placed under the 
unrestricted control of the Crown. But it is implicit in our 
recommendation for a specification of the purposes of 
Pailiameiu that both the Governor General’s special powers, 
and also the Secretary of State’s powers of superintendence 
Jrection and control, should have no other extension than 
these purposes. 


ov.o r-' power 01 appropriation. — The disposition of 
exociitive authority which we have just suggested, has its 
natural parallel in the field of finance. It implies a eorres 
ponding- disposition of powers of appropriation. At Present 
the I'evenues of India vest in the Crown. In theory alf appro- 
priation IS subject to the control of the Secretary of State 
in Council and requires the concurrence of the Council of 

partura have brought about a wide de- 

partuie trorn the theorefcteal position. In reg-ard to vofpd 

expenditure the power of appropriation has pastd to the 
legislatuies in India and to the Governors and the' Governor 
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General, and in regard to uoji-vuied expenditure is exercised 
by the Govei’nments in India. Provincial Governments, in 
conseqirence of the devolution of authority and the allocation 
of revenues made to them, do not require the previous sanc- 
tion of the Seci’etary of State or of the Council of India, 
before approaching their legislative councils for voted supply, 
or appropriating moneys for non-voted expenditure. The 
Government of India, hoAvever, are required to submit their 
amiual proposals foi' appropriation for the previous sanction 
of the Secretary of State and the Council of India, receiving’ 
for non-voted expendituvc authority to make the neee.ssary 
appropriation, and for voted expenditure wliat is, in effect, 
pei^iission to obtain w’hat supply they can from the 
Assembly. This position we regard as administratively 
neither necessary nor convenient. If the Governor General 
is to be made by statute primarily responsible for His Maje.s- 
ty’s Government in India with advice from members of a 
Cabinet which he will himself select, the power of appropiia- 
tion should in the first instance and by statute lie Avith him and 
his legislatui’e. This necessity Avill be the more apparent if 
Parliament accept the propi-iety and wisdom of defining the 
purposes for which it will control the Government of India. 
For if the interest of the Secretary of State is limited to the 
fnlfiiment of these purposes, it would seem unnecessary that 
he should concern himself with the details of the Indian 
budget, or that the whole annual scheme of Indian finance 
should be subjected to close and meticulous control. 

224. Method of specification of the powers of the Secre- 
tary of State. — We have already described in this despatch 
certain purposes which Parliament will be iiiteresred to 
secure. It is not possible in the circumstances in which this 
despatch is written to explore the whole field. The formu- 
iation of precise and exhaustive preseriptious is a matter to 
be undertaken at greater leisure. But our conception of 
partnership demands that! Parliamentary purposes should 
be capable of definition. Our argument would, therefore, 
be incomplete if we did not show that, as we consider desir- 
able, specification of the functions of the Secretary of State 
is likely to prove feasible, and if we gave no indication of 
lines on which it might proceed. We gather that the Indian 
Statutory Commission, although Jike ourselves the>' were 
unable to pursue a detailed enquiry, regarded it as not im- 
possible that such a definition should be made. For they 
make the following remarks: *“ It may be that fields of 
administration can be mapped out, in which it can be said 
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wiUi cuiifidoiici'. ilia.l, iia question wdil arise upon whieli His 
Majesty's Government would feel bound to reserve to itself 
(be iijial decision, uot-witlistandiug the agreement of the Gov- 
ernment of India and the Indian, legislature. We caiut,ut 
onrso.h'c.s suggest one and are, therefore, unable to reeom- 
nieiid any extension of the principles of the ‘ fiscal conven- 
tion ' ’v We onrseh^s approach the problem from a some- 
what different angle, having regard rather to general pur- 
poses, wlaieh must he seenred by Parliament in vdiatevor fiehl 
of administration they arise, than to partienlar subjects 
whieli can he made immnne from, or liable to Parliamentar}' 
intervention. But we recognize that a demarcaliou whiclt 
.seekvS to give to Indian administration the fullest reasonable 
degree of freedom from oxternai control, mu.st, even if it 
starts from broad principles, descend to the consideration of 
particular functions. Tlie distinction will be perhaps more 
clear if we consider the methods by which the necesisary 
specification could lie made. Three methods have suggested 
themselves to us, namely positive enactment, statutory rules, 
and some form of declaration, possibly made by the Secretary 
of State and accepted by Parliament. The method of positive 
enactment appears to us to be unsuitable, because our aim is 
to define the purposes of intervention in such a way iliat they 
may be capable of changing as circumstances permit in tlie 
dirwstion of greater freedom in the Government of India. 
The metlmtl of declaration may he appropriate for inir poses 
of illustration, and in order to set forth the spirit wliieli will 
animafe th(( operation of formal provisions. But v-e would 
not exfieet it by itself to prove sufficient, for tlio differen- 
tiation v.'lueli w'e seek must, we anticipate, be placed ulti- 
mately on a statutory basis, if Indian opinion is to have ade- 
quate assui'auce. Such a basis might, as in the x)ast, be 
found in statutory rules. We do not contemplate that these 
rides would effect ,a. tiipartito classification of subjects, 
addiiig to Ihe existing classification of functions' as central 
and provincial a third category of Parliamentary subjects. 
The existing classification proceeds from the assumption that 
all functions of goveniment, with certain exceptions, are 
exercised by authorities in India, and arranges these func- 
tions in central and provincial compartmeiits. What we 
would seek to do is, V'liiJe resxioeting lliat almost exhaustive 
allocation of fuuctions to authority in India, to define the 
objects for which Parliamentaiy intervention in central 
administration may be practised, whatever function of 
government may be concerned. _ It would seem to follow that 
an appropriate method of specification would be to draw the 
statutory rules in a broad and general form with reference to 
the qtarposes of intervention, and if it were found necessary 
to bring them into close relation to the classified functions of 
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guvemuieiil !,o amplil'v' iJu' rulcw by houh-^ siib.sidiiiry deciara- 
tion, illnstrating or it migJii (»« limitiiig tlie api)]i«^alio.i) oj; the 
(several rules to the sos^eral fniKitioiiK. 

225. Statutory rules. — iV precedent j'oi- what vve .-^eek iuay 
be founci in the existing rules under section 19A of ilte Gov- 
ernment of India Act, relaxing the ixrwers, of the Secretary 
of State to control tbe ndministration of transferred subjects 
ill provinces. These rules are hroad dehnitioas of certain 
purposes '.)f control, aiud. so tar as w(^ an' arvai'c, tii<?i,!- trans- 
latioii into detailed practice lias been attended n idi litlie dilli- 
cutty. Ill the centi'al held, however, wdiich we are now coin 
sideling, the purposes to be. secured are niore iinportaut and 
more pervasive of tlie adniinistration. 'We have givcai such 
consideration as time permitted to an exxiloration of the 
ground to be covered, and in the portions of this despatch 
dealing with central finance and with commerce we have 
explained in some detail the liews which we entertain. We 
are not, however, in a position to draft the rules which we 
would regard as suitable. We can at present do no more 
than suggest categories of interests in tlie hope that our 
object at this stage, namely, to shoiv that s]oeeification is 
likely to prove feasible, will be thereby attained. To that 
end, and with a desire to assist the fuller investigation 
which we recommend, we suggest the following : — 

(1 ) the adminisl ration of .subjects entru.sted 'to the 

Secretary oP State ; 

(2) tJie defence of India against ex.tcnuil aggressic^u ; 

(3) Imperial intere.sts including foreign afPairs ; 

(4) questions arising between India and (»1her parts of 

the British Empire ; 

(5) international obligations, or any obligation arising 

from an arrangement within the Empire, to 
which India is a party, or which i.s otherwise 
binding upon India : 

(6) the conditions of internal security ; 

(7) tiie financial stability and credit of India, and the 

fulfilment of existing obligations ; 

(8) the protection of minorities ; 

(9) the avoidance of unfair economic and commercial 

discrimination ; 

(10) the rights of services recruited hy the Secretary 
of State ; 

. (11) the maintenance of the constitution. 

226. Interpretation, of the rules. — ^What degree of 
elaboration the necessary rules would require in order to cor- 
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reiutc tlibUi to particular subjoctH Avouid to soiiio oitoiil 
depend on tire assurances Arliicli particular interests sucli as 
minorities and establislierl commerce and industry migiit 
reasonably require, and on the extent to Avhieh in practice it 
might be found desirable to liaA^e a more detailed exposition 
of Parliamentary control. We onrseh'es A\muld prefer' that 
.jnst as tire rules trader section 19A Acere in proA'inces trarrs' 
lated into admiiristratiAm practice AAdtliout difficulty, so the 
broad rules we. propose for the centre should be left to their 
natural operation Avithont any formal elaboration. But if 
such olalioj'ation. were found necessary, for instance, in the 
iiekls of Rnaneo and of commerce, aa’g thirrlc that a method 
of descriptiorr and illustration Avonld be appropriate. We 
Avoirld deprecate anything' of the nature of codification, for it 
A?ould in our aucaa’ l)e nnforturrate if any document in elabo- 
ratioir of the rules came to he looked upon as a digest of 
poAvers Avhich ordinarily must be exercised. The road to dis- 
continuance of control is best laid open by stopping short at 
ruieB_ broadly expressed, and by giAdng to any subsidiary 
definition, should such be necessary, a permissive form. 

227. The Council of India as an independent authority. — 
Its financial veto. — If we liaAm succeeded in establishing the 
true constitutional position that authority of administration 
and appropriation ]nay be directly devolved uiDon the GoA’-ernor 
Generid, and that the Secretary of State AAmuld then occupy u 
position from Avhich he may exercise specified control, it 
remains to cuiquire Avliether there is room for a third statu.- 
im-f indopendcuit authority. There is a strong body of 
oi:>inion in India Avhieh regards the Conncil of India as super- 
•tluons, or eA-eu as an obstacle to political advance. Those 
Avho hold these vieAcs might fairly maintain that the prin- 
ciples on AAdiieh our proposals are based pi'cclude the reteii- 
tion of the Council. For, they AAmuld argue, Avhere Parlia- 
mentary purposes AAmre involved the Council of India Avould 
he out of place, and where they Avere not involA^ed, it aa-guIcI 
not be necessary, since the Indian legislature would be in a 
position to protect itself. 

The functions of the Council fall into tAvo classes. It 
tenders advice to the Secretary of State. In certain matters 
it grants or withholds assent Avithout Avhioh action cannot be 
taken. _ We shall deal presently Avith the Council of India as 
an advisory body. For the moment we are eoneerned Avith 
its position as an authority independent of Parliament and the 
Govermnent of India, exercising a veto over expenditure and 
over variations in conditions of service. We agree with the 
Indian Statutory Commission in considering the financial 
veto of the Council to be of moment only in regard to non- 



votable expenditure, and for tire protection of the interests 
of India against claims by departments of the Horne G-overn» 
ment. We, therefore, see no justification for the retention of 
the veto in regard to financial proposals emanating from the 
Government of India, and would not favour its continuance 
except for use on occasions when Parliament proposes to inter- 
vene in Indian administration. There is force in the observa- 
tion of the Statutory Commission that, if military expenditure 
W'ei'e deternfined by agreement at a fixed sum, there would he 
tittle ad’i'antage in retaining the veto. Wo have (flsewhero 
proposed tJiat supply for defence should be fixed and detei'- 
mined at intervals by a special procedure. If tlnit course 
were adopted, there might be little necessity for reiaining the 
veto of Council. But \yhate\mr tlie decision ma.v lie regarding 
appropriations for defence, \ve would prefer that tlie priueiple 
of arbitration should be established, and that differences 
between His Majesty’s Government and the Govennnent of 
India in regard to non-votable expenditure should be settled 
by negotiation and, if necessary, by adjudication. We are, 
therefore, inclined to the view that the future constitution 
would leave little room for the Council of India as an inde- 
pendent authority with power over appropriations, and wo 
anticipate that any such differences of opinion as might arise 
between the two Governments could be settled in a inaunev 
more consonant with the freedom, which the Government of 
India may suitably enjoy. 

'*> 

228. The same. — Its control of service conditions. — The 

second function of the Council of India as an independent 
authority i.s its control over the rules governing the services 
in India. In this regard we observe, first, that according 
10 ibe propo,sals of the Commission the scope of this func- 
tion will in future be much restricted. In the second place 
the concern of the Council of India is with rules altering 
conditions of service, and not with the application of these 
rules to individual cases. iSreverthele.ss, the protection which 
the functions a.ssigned to the Council of India have afforded 
in the past has been highly valued by the services, and the 
mainten.anoe of some protection of this kind may considerably 
affect the flow of recruitment and the peace, of mind of those 
still in service in India. We consider that the Secietary of 
State will continue to require advice in. regard to the seivices 
and that that advice must be of a kind whicfi will command 
service confidence. We do not, however, feel convinced that 
protection must be given Iry the existing methods or that _ 
merely in the interests of a comparatively small number _of 
services the Council of India should be retained as an antbority 
competent to witbstand the wishes of the Government of India 



and of His Majesty’s Oovenmient. We would prefer a metliod 
whereby the Secretary of State in these matters was statu- 
torily required to consult a body containing those who had 
recent experience of service conditions in India and recog- 
nized a convention that their advice would not ordinarily be 
disregarded. For these reasons, if the alternative suggestions 
r.’liich we havi* made prove to l)e capable of adoption, wo, are 
prepai'cd to see the di,saY»peM ranee of the Council as a body 
indep<yndeiit of Par'IianiMit atid the legislatures in India. 

229, The Council as an advisory body, — As an advisory 
l3od3'" the Oom'jcil of India lias appeared to many observers 
to be somewhat ineft’eet ive, and to others to eneonrage a ten- 
dency to do_ over agaiii at Whitehall work vvhieh lias been 
done it! India in eiosor I'ohitioiis lo actual conditions. The 
Secretary of State is iindiu' ijo oliligatioii t(> convene the 
(!omicil oftener than 'uice a month, to jittend its meeting's or 
to accept its advice, and it i.s genei-ally believed that succes- 
sive Seci’etaries of State have in veiy unequal degree avail- 
ed themselves of the assistance w’^hich the Council is able to 
afford. If, as we hope, Parliament is prepared to specify 
the }3iuposes of its inters'entiou, tlie Secretary of State will 
require advice in a more limited range of subjects than in 
the past, and it is possible that the advice which he would 
require, will not always imply the need for Indian experience. 
He will continue to stand in need of advice in military mat- 
ters._ Equally important is the admee W'hich he should 
reeeive'’iii regard to finance. We have already indicated that 
on service matters he should have recent experience of ser- 
vice eouditiori.-'. in Tncli?', upon w^hieh he ivonld call. We are 
not, hov\ mu-r, convinced that the need for advice will justify 
statutory pro\fision for a corporate body of advisers, and we 
would indeed he inclined to think that the financial advice 
should he obtained from a special committee smaller than the 
Council, and composed exclusively of persons in close contact 
with the practical finance of the day. But the met.hod by 
wdiich the Secretary of State may obtain advice is not a 
matter with which we are primarily concerned, and we would 
liere only stress the necessity that he should have suitable 
expert adiusers in regard to services, finance, and military 
problems, and that their orperieTiee, when it is Indian, should 
be recent. 

HKNWKAL jb'ESIJiyi’S. 

230. British India a political entity.— So much by way of 
detailed criticism and recommendation the time at our dis- 
posal, has permitted and onr duty lias seemed to us to require. 
In_ another portion of this despatch we have set out the 
principles which in our view should govern advance. We 
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bavo accepted t]ie principles of a growing- coaatitulion ' 
and of an iiltimate federation of all-India, and Ave have in 
Aaiious places described our proposals for a partnersliip be- 
tween India and Great Britain in the adrainislrtition of Britisli 
India. Oliseiwing sci'uiiulously tlie iDroiioniieement.s which 
iiaA-e in tlie past been made on behalf of Parliament in regard 
to the nature and pace of reform, and endeavouriug to mVpro- 
ciatn and pay rlue respect to Indian desires, ACe luu'e ifevei-- 
Iheless adopted no rigid mould into Avdilcli the now eonstitu- 
non of India should be forced. At the outset avo descrihe<l 
dio demand oi Imlian public opinion in rclalion to the au- 
luuiucem.ml made byllis Kxeelleiicy Gk' Vi(*ei-ov and Gov'ernoj. 

yenn-al OH llie ;;]sl Oetulior declaring tl,e aftaimuont of 
dorninion status 1«, be ‘Mlie natural issue of imliats cansti- 
ahoii.al iirogTess , and recorded our o{)inioM tli.at the 
lu-oadest reasons ol Imperial poiiey reiidm-ed if impernlive Id 
spare no efforts and cA-en to take some risks, in order to 
aiiive at a eonsfitutioiinl .solution which miglit, canw the 
siitistaidial assent 'of reasonable Indian tliongld'. 

_ TIki rocommendalions of tlie Indian Statiitorv (kunmis- 
smn, as to tJic tirovincial constitutions, ndth wJucirjn genertil 
\yfi agree, n-present a geuerons response to iJie popniai- 

They contain Avithin them- 
.sUA e.s tile means ot increasing adaptation to local circuim- 

stances, and to the Avishes of those w^ho will be charged with 
Im task oi worbng the constitution that the Commission 
ha\e outlined. Our jjroposals, for the centre, imamplifica- 
t on ot he plan put forward by the Commission S bmn 
designed witJi a double purpose. On the one hand we have 
sought to examine the means by Avhich the relations between 
legislature can be established on a basis which 
hcis a leasonable chance of harmoiiA’ in Avorkiiig. On the 

mivMt t'lf *» that 

i f “y >» talMii to place upon the constitution tho first 

but definite, im]>ress of dominion status. If we read iiistom’ 
anghfi It IS exact y_in this Avay tliat each and alfof the 
Dominions have attained to constitutional nationhood. 

Accepting the reconniiendatitins of tlm Commission il,.d 
the members ol: tlie central Cabinet should ],e appointe n 'u 

(lovenior Gency. we have drawn .appkre io f 

. ohscilhcmial inference that the ,.verei.,e of the wi„k f ! • 

‘^tr^ ‘’s.irTT' 

of India would L im^er mei-eh' 

lie the agent ot the. Secretary of State. For the finst time it 
would possess a distinct individuality. It would, it is inw 



‘be witbin specified limits under the control of His Majesty’s 
GoTernment; but it is of the essence of our proposals that 
that control should be of such a nature as to establish partner- 
ship in place of subordination. The Government of India 
would then be a distinct entity, capable of acting- in domestic 
matters on its own initiative and, ^vithin the ambit of its rm- 
(’ontrolled powers, fre(; to pursue its own policy. Vis-d-vis 
the Dominions and .foreig-n countries, it would occupy the 
new position which ’growing- freedom in the conduct of 
external affairs would connote. That it would not be an 
entirely independent Government is due to cireumstanees, 
internal and external to Ti'idia, which are generally familiar 
and whicli invest the problem with such peculiar difficulty. 
Bill, ivhile we are bound t;o suggest means by which provision 
can be made for the period of tiansition which must elapse 
la-fore the complete fulfilment of British purpose, as declared 
in the amiouncements made ou behalf of His Majesty’s 
Government, we would set no artificial or statutory barrier 
to the natural evolution we desire to see. We believe that 
the greater part of Indian opinion will be ready to recognize 
the special interests of Parliament, provided that Great 
Britain on her side is prepared by action to show that she 
does not falter in her desire to invest India -with the con- 
stitutional status that she seeks, and that her political 
development appears to ns to justify. We would accordingly 
hope that if our suggestions are placed at the disposal of 
the Conference, they may be of some assistance to those 
on whom'will rest a heavy responsibility, and the result of 
whose labours aU who can measure the issues that are 
iiir'-olverl will anxiously await. 

We have the honour to be, 

Sib, 

Your most obedient, humble servants, 


(Sd.) 

IRWIN. 


W. R. BIRDWOOD. 


G. RAINY. 


J. CRERAR. 


GEORGE SOHHSTER. 


B. L. HITTER. 


PAZL-I-HUSAIN. 

n 

J. W. BHORE. 



APPENDIX I. 


Notts by the Central Board of Revenue on customs {vide para. 251 
OP VoL. II OP THE REPORT OF THE INDIAN STATUTORY COMMISSION). 

Eevenue Prospects {Customs). 

Paragraph 251 of Volume II of the report purports to deal with 
eentral rcOv'enues in general, but, apart from a passing reference to 
growing income-tax receipts, Sir Walter Layton's discussion is con- 
fined to the customs revenue. In this paragraph he makes no defi- 
nite estimate of its future growth, but in paragraph 289 (page 252) 
he estimates an annual expansion of f crore, on the assumption that 
Burma will be separated, and that import duty at existing rates will 
be charged on imports from Burma, We propose to discuss para- 
graph 251, first of all, wdthout reference to the effect of separation. 

2. Sir Walter Layton begins by referring to the effect of mon- 
soon failui'cs on the revenue. He then refers to certain projects which 
should have a stimulating effect. He quotes certain figures exempli- 
fying recent grov^th of trade, and deduces that expansion^wull be 
more rapid in the future. He sounds a note of ■warning as regards 
the existing tariff which he thinks may be above the point of '' dimi- 
nishing returns " on some articles, and refers finally to the depress- 
ing effect of high protective tariffs on the revenue. V7v^ propose to 
consider : — 

{%) How far the figures which Sir Walter Layton quotes are 
reliable. 


(fi) How far the conclusions which he draws from these 
figures and from other considerations are justified. 

ini) To what items we ea^i reasonably look for expansion, and 
to what extent. 

(iv) What factors are likely to interfere with normal growtln 

We propose to deal with the advisability of reducing some of our 
rates of duty in a separate note. 

3. The only figures Sir Walter Layton has quoted in support of 
his views are those at the foot of page 221, which are taken from the 
Ee-view of ib© Trad© of India for 1928-29 published by the Director 



d-enerai of Conmiereial Intelligence. Tke table from wliich lie quotes 
Ib tbe following : — 

(In crores of Rupees.'^ 


__ 1 

1913- 

14. 

! 

1920- 

21. 

1 

1921- 

22. 

[ 

1 922-| 
23. ( 

1 

1923-1 
24. 1 

1 

1924- 

2d. 

1925-1 

26. 

1926- 

27, 

1927- 

28. 

1928- 

29. 

Imporfcs 

183 

142 

124 1 

i 

1 

]3S i 

120 

1 137 

1 143 

I 1 

158 

1 181 

190 

Exporta 

244 1 

172 

1 

182 

214 

i 

240 

i 

i 250 

1 1 

240 1 

i 

228 

248 i 

260 

Total trade in 
mercliandise, 
excluding re- 
exports. 

427 

314 

308 

352 

1 

j 300 

1 

( 

t 

1 387 

! 

[ 

389 

384 

429 

450 


In this table the value of imports (and exports) for each year is ex- 
pressed on the basis of the declared values for goods under the same 
head for 1913-14, so that the table compares the volume of trade in- 
stead of its total value. It would be a very laborious task to attempt 
to check all the Director General's figures, which only purport to be 
rough approximations, but we have worked out, independently, esti- 
mates for the 1923-24 and 1928-29 imports based on 1913-14 prices. 
The method we have adopted is to divide 'Ihe Trade Eeturns into two 
sets of heads : 

(cci) Those for which quantiiies are recorded for ail three years 
1913-14, 1923-24, and 1928-29 : 

(h) Others. 

We have calculated values on tpe 1913-14 basis for each important 
head under (a) for each of the years 1923-24, and 1928-29, ajid have 
tlieii compared the resultant totals for (a) with the actual recorded 
values and reduced the actual totals under (6) in the same ratio. 

4. The following table compares the results of our calculations 
with the Director Generar.s figures : — 


! 

.... \ 

1913-14. 

3923-24. 

1928-29. 

! 


'(a) 

Crores. 

128 

Crores. 

158 

Crores. 

164 

Actuals . . , . 

(b) 

55 

70. 

89 


Total 

d 1S3 

228 

253 


'(a) 

128 

84 

117 

Results Oil I.913'i4 basis 

j 

55 

38 

64 


t Total 

183 

122 

181 

ilirector Geuerars xesults on 19i3-14 basis 

183 

m 

190 
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These results^ reached independently and possibly by diferent 
methods, are in sufficiently close agreement to justify reliance on the 
Director GeneraFs figures to the extent that we may assume (a) 
that the volume of trade has increased since 1923-24 by about 50 per 
cent, to approximately pre-war level, (h) that the rise in these sis 
years was eonlinuoiis. and fol that it was most rapid between 1926-27. 
and 1927-26. 

5. The existing projoets whieli Sir Yv alter Layton considers will 
provide an additional stimulus to the import trade are, {a) irrigation 
schemes, io) railway extensions, (c) road improvements and exten- 
sions, and (d) construction of harbours. In the present state of 
worid-markets, wdtli almost universal over-production agricultural 
products and very hwv ]>rices, it seems doubtful whether the bringing 
of additional areas under cnlln'ation is likely to make for any great 
improvement in the import trade. The value of India’s exports of 

Grain, pulse, and flour ” has fallen from 65 crores in 1924-25 to 
34 erore.s in 1928-29, In fact if we take nett values {i.e.y after deduct- 
ing the value of imported grain) there vvas a dilfereiice of no less 
than 41 crores. With this difficulty in marketing it seems highly un- 
likely that increased production of grain in liidia will stimulate im- 
ports. The demand for Indian cotton or oil-seeds has shown no ten- 
dency to increase in recent years, cind everything seems to point to a 
long series of lean 3 ’ears for countries whose exports are maffily agri- 
cultural. 

6. We understand that the present railway programme is normal. 
That Is to say that it must be treated as one of the ordinary factors 
in the growth of trade, and not likely to be any more effective in the 
next ten years than in the past ten. It does not constitute a reason 
for anticipating a more rapid growth than in the immediate past. 
Eoad improvements and extensions will necessarily have a direct effect 
on our revenue from cars, tyres, and petrol, but improved internal 
transport facilities can do little to stimulate trade so long as the 
external demand for agiiciiltiiral products remains weak. The con- 
struction of new harbours should have a slightly stimulating effect, 
but it must not be forgotten that they will very largely be sharing in 
the trade of existing harbours at the outset. 

7. We now turn to the inferences to be drawn from the figures 
which Sir Walter Layton has quoted from the Eeffiew of the Trade of 
India (paragraph 4 above). He assumes vfithout further investiga- 
tion that the volume of trade will continue to grow, and ignores cer- 
tain very important considerations. The fii’st of these h that it is 
only the revenue from specific duties which is directly proportional to 
the volume of trade. For ad valorem duties we have to look to the 
value and not to the volume. We have also to remember that- our 
import trade includes a large proportion of dut 3 -fr 8 e goods. We pro- 
ceed to examine our inipoit revenue in more detail, and for this pur- 
pose we propose to omit — 

(a) Sait, 

(h) Government Stores^ 

(c) Kerosene and Petrol. 
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Oiir reasons 5or excKiding kerosene and petrol are that it is useless 
to consider the import, and excise duties separately. We shall, there- 
fore, deal with them together in a later paragraph. 

8- In the following table we show how our reyeiiue was derived 
m 1928-24, and 1929-30. 

192Sy2d, 1929^30. 



Lakhs. 

Lakha. 

Duty on GoTernment stores 

65 

57 

Duty on kerosene and petrol 

114 

181 

Specific duties (revenue) . . 

783 

1,422 

Specific duties (protective) 

247 

241 

Ad valorem duties 

. . 1,979 

2,194 

Total import duties (excluding salt) 

. . 3,178 

4,092 

It is instructive to compare this table with 
shows the values under the various groups ; 

the following table which 


1923^24, 

Lakhs. 

1929-30, 

Lakhs. 

Government stores 

957 

891 

Kerosene and petrol 

442 

618 

Goods liable to specific duties 

. . 3,684 

4,012 

Free goods 

. . 2,829 

3,439 

Goods liable to ad vahrem duties . . 

.. 15,696 

15,877 

Total . . 

. . 23,608 

24,837 


9. The increase of 689 lakhs in specific duties (revenue) is un- 
doubtedly due almost entirely to the fall in prices. Sugar alone has 
contributed 537 lakhs towards this figure, tobacco is responsible for a 
further 60 lakhs, and liquor for 28 lakhs. .Sugar hss reached a very 
low price-level and has recentty been subjected to a?i additional duty. 
A substantial portion of the increase under tobacco is due' to the 
raising of the rate on unmanufactured tobacco. At the old rate the 
1929-30 revenue would have been 35 lakhs less. Prices have fallen 
considerably and are not likely to fall much more, so that cannot 
look for much additional revenue under this head. In any case the 
tobacco revenue will have to be considered in conjunction with the 
tobacco exci>se, if introduced. There has been no steady rise in the 
liquor duties. The following are the figures for the last eight 
years ; — 


1922- 28 

1923- 24 

1924- 25 

1925 - 26 

1926- 27 

1927- 28 

1928- 29 

1929- 3Q 


Lakhs, 
. 235 

. 226 
. 250 

. . 254 
. 261 
. 256 

. 252 

. 254 



The additional indirect taxation on liquors imposed hj the proviace^ 
lias served and will continue to serve to x^revent any substantial 
erease under this head. It cannot, therefore, be said that recent 
figures STiggest any substantial improvement in our revenue from 
specitie duties. The newer specific protective duties will no doubt 
secure additional revenue at first, but eventually they are bound t# 
lead to a reduction, if the protection achieves its aim. 

10. It is very significant to note that, although ad valorem dutieis 
have increased by nearly 12 per cent., the value of the goods on which 
they are assessed has only risen by a little more than one per cent. 
This reflects the reduction in the trades in cotton ^rarn and piece- 
goods on which rates of duty were low, and a corresponding increase 
in other trades, particularly motor vehicles. Nearly half the increase 
in the revenue from ad valorem duties is accounted for by the trade 
in motor vehicles and accessories. We shall revert to this point later. 
We will merely emphasize here that in 1929-30, apart from motor- 
vehicles and tyres, India has actually spent less on imported goods 
assessed ad valorem than in 1923-24. , The small increase in the 
revenue is due to the change in distribution among commodities, a 
tendency which is not likely to develop much further. The figures, 
therefore, give no ground for anticipating a steady increase in the 
future. 


11. It seems to us that in order to make any forecast for the 
future, on the basis of past experience, what we have to look to is the 
amount of wealth that has been available for the purchase of imported 
commodities, that is to say the total duty-paid value of imported 
goods. In the following table are displayed figures for ten years 
which we consider highly significant. They include all merchandise 
except Government stores and treasure. 


1920-21 

Value 

erores. 

.. 333 

1921-22 

. . 265 

1922-23 

. . 231 

1923-24 

. . 227 

1924-25 

. . 245 

1925-26 

.. 226 

1926-27 

. , 230 

1927-28 

. . 248 

1928-29 

. - 252 

1929-30 

. . 239 


Duty 

Total 

crores. 

•rores. 

23 

356 

28 

293 

34 

265 

32 

259 

38 

283 

38 

264 

39 

269 

39 

287 

41 

293 

41 

280 


It cannot be said that these figures contain any evidence of a steady 
rise in purchasing power. Nor do the figures for our export trade 
furnish any very great encouragement. For the last seven years the 
volume^ of the export trade has remained at about pre-war level (.see 
table in paragraph 3), and the total value of exports has fallen from 
M9 crores in 1923-24, and 385 in 1924-25 to 330 in 1928-29, and 311 m 
1929-30. 
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12. We have examinea the returns eareiuily li! i/ 
anj trades, particidarly trades of recent gro^vtli, which 'c'fhl yrro- 
mise of continued and specially rapid increase. t);u* rr^v.v 'c, irom 
einematograpli hlnrs is still only 5 laklis annually and it:-, ur '.v 'a has 
been retarded by the increasing proportion of films made in India. 
The only promising trade of any magnitude is tlii:' Irad-^ in motor 
vehicles, acees.sorics. and mel. Our revenue from tlie^.e tea i s m dis- 
played in the fodowing statement : — 

(in oi 



1923-24. 

1924-25. 

1925-20. 

_ . 

1 

i 

.926-27. i 

! 

,027-23. |l02S-2y. !l029-30. 

( 1 

■ 

Bs. 

PfS. 

Bs, 

i 

Bs. 1 

] ( 

Ks. ! :i;s. : Es. 

Motor* vehicles 

7S 

85 

118 

ml 

. 112t| 135 i 131 

■ j I 

Tyres 

20 

28 

46 

39 

30i:i 33 ? 37 

Petrol (excise) 

05 i 

79 

1 77 

1 

i 

i 96 1 

121 1 155 ; 282 

Petrol (customs) . . 



1 .. 

1 

L_i. 

i . . ; 16 

I ' , — 

Total (motor trades) j 

172 

192 

i 1 

i 241 

1 

i 25 S ; 

243 ! 329 ! 486 

Less one-third of pet-j 
rol duties credited j 
to the road-fund 1 

1 

1 ' 

1 I 

1 

! •• 


1 

. . I . . j 99 

Net . . 1 


1 

I i 

! 

. . ■ 1 . . 367 


^dianges in tlie rates of duty, falling prices, and the ere dion 
of assembly plants i)i Bombay ton cl to disguise tiie real gre v/dn ^> 1 ' the 
trades. The iigurcs for tyres, moreover, are aticetC'U. by' the much 
greater dura? blit 3 ,- of t 3 mes produced during the pas? thre(i or four 
years. The eonsuinptlon of petrol is the fairest indication of the 
growth of l-iiese trades. The rate of duty was losvered from six annas 
to four annas fi’oiu 192?3-26, and again raised to six ^unas from 1929- 
30, At the four anna rate the revenue from ru ^'roi. would have 
been — 


Lakh^. 


1923- 24 

1924- 25 

1925- 26 

1926- 27 

1927- 28 

1928- 29 

1929- 30 


hi 

in.- rease - 

58 

20 

77 

45 

CA‘ 

'>‘5 

rj -U 


121 

26 

155 

28 

199 

28 


♦ These figures are approximate. The Bevenue HeturnR do not separate motor 
veMdes and accessories assessable at 1 5% from other vehicles and accessories similarly 
a.ssessed. The Trade Beturns, on the other hand, lump togeUier all motor a.* 3 ceasories 
whether assessed at 15% or at 20%, ' * _ 

t Duty reduced from 30 to 20%. 

^ i Duty on pneumatic tyres reduced to 15%. Previous figures for pneumatic tyres 



These figiires suggest an increase of 28 per cent, in the petrol revenue 
annually. 

14. If we take the 1929-30 nett petrol revenue at 2 crores, the 
figures for the next ten years at this rate of increase would be — 

lakhs. 


1930- 31 

1931- 32 

1932- 33 

1933- 34 

1934- 35 
1035-36 

1936- 37 

1937- 38 

1938- 39 

1939- 40 


256 

328 

418 

534 

680 

858 

14)80 

1,382 

1,770 

2;260 


i,e,f 'plus 2;060 

with half these amounts accruing annually to the road fund. This 
estimate is iindoubtedl}' much too high ; we, therefore, give below an 
estimate based on an annual increase ox 15 per cent. It is, v-e suggest, 
reasonable to take a percentage increase each year rather than a fixed 
anioivnt, since the expenditure on roads will grow with ihe nett re- 


venue. 


1930- 31 

1931- 32 ^ 

1932- 33 

1933- 84 

1934- 35 , 

1935- 36 

1936- 37 

1937- 38 

1938- 39 

1939- 40 


lakhs, 

23Q 


347 

398 

453 

529 

605 

695 


t.e. 


800 
olm 600 


15. Cars are imported partke in replacement of ears scro.ppcd. 
If we assume that the proportion of vehicles imported to these scrap- 
ped is constant, the number imported in any should be roughlv 
proportional to the increase in the petrol consumption, which again 
is assumed to be proportional to the consumption in the previous year. 
Tyre consumption should also be roughly proportional to petrol con- 
sumption/ so that by 1939-40 we should be getting four times (131 -j- 
37) lakhs, he,, an additional 504 lakhs which with the 600 lakhs on 



«5etroi give a total of 1,104 lakhs. Sir Walter Layton credits Bumian 
consumption ■yith 25|215ths of the present petrol excise. Applying- 
this fig me, vvhich appears reasonable, to the total that has been arrived 
at above, we obtain for India, excluding Burma, an increase of 976 
lakhs. 

J.-U i estimate is based on the very arbitrary assumption 

that we shall have an average annual increase of 15 per cent, in tiic 
petrol consumption. We have suggested reasons why a perceutao'e 
increase IS more likely than a fixed increase, but we may compare oSr 
result with that of an annual fixed increase of 44 lakhs which renre- 
sents^the difterenee (at 4 annas a gallon) between the 1928-29. and 
1929-30 receipts. This would give us in ten years an additional 
revenue of 440 lakhs from petrol. A similar increase of 220 per cent 
on cars and tyres would give us an additional 370 iaklis, ie., a total of 
810 of whicti the share of India (excluding Burma) would b<> 716 
lakhs. 

17. \¥e have still to consider the kerosene duties, 
table sliov-s the revenue for tlie past .seven years : 


The foiiovvliig* 



|l023-24. 

1924-25. |l925-26. 

1 

• 

1926-27. 

1927-28. 

i 

! 

1928-29, j 1929-30. 

1 



Ks. 

R-s. 1 Rs. 

i 1 

Rs. 

Rs. 

Es. 1 

Rs. 

Customs , . 

1 102 

114 1 127 

' 102 

149 

163 i 

164 

Excise 

95 

9S 1 9S 

i05 

97 

i 

92 j 

98 

Total 

" 1 

197 

212 I 225 1 

207 

246 

2.55 ! 

1 

262 


Iu®derived*'frn™ increase of approximately 11 lakhs, almost 

ed fiom customs revenue. This is equivalent to an increase 
“ consumption of 7 million gallons or, say, 6.2 millions in 

betwSn^l913 iT'Lnd looa'do'®'"'®'’' consumption in British India 
between 1913-14, and 1928-29 was 51 million gallons, an average of 

annually. A fair estimate for the future would be 5 
million gallons per annum, and if it is decided eventually to equalize 
the excise and customs rates of duty (say at 2 annas per gallon) we 
may take 10 million annas, i.e., 6i lakhs, as the average increase Zr 
the next ten years, 7,.e., aoout 62 lakhs increase by 1939-40. 

18. To summarize, we suggest the foilovsring as likely increases in 

are^lassii:?:: 


From kerosene 

From motor and allied trades (in eluding petrol' 
rrom other sources 


Crm^es, 

0.6 

9,8 

nil 



If the assumption made in paragraph 16 is given preference over that 
in paragraph 15, the estimate will be reduced to 7.8 crores. 

19. There remain to be considered the effects of extraneous in- 
fluences on the revenue. The most important of these are — 

(a) Scanty rainfall, 

(5) Decreased purchasing povv^r resulting from other forms of 
taxation, 

(c) Political unrest. 

The motor and allied trades are among those least likely to suffer from 
any of these influences, and we believe our estimate to he cautious 
enough to provide for risks under the first two heads. The third head 
must necessarily remain an unknown quantity. Our estimate for 
kerosene also errs on the cautious side and may, we think, be accepted 
as allowing for set-backs. Similarly, we shall not be unduly timid ii 
we assume no decrease under the customs revenues. Serious political 
disturbances may, of course, completely upset these calculations, but 
they should not do so unless they are so serious as to alter radicady 
the system of government for which these financial arrangements are 
intended to provide. 
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APPIilNDiX IL 

BxTBACT a by the SSNIOB lYEiiBEK OF THE CeNTOaL BoaRD 

OF BeVEHUS on TJiB LOWEEINO AF THE TAXABLE AIINIMUH, AND 

STHEPENH'TG THE GRADATION OF INOONE-TAX. 

4. XO'D’H: ?'( A.f.7 f-T ’tCiJ'cOjlf; AIr'RiBt-if //L yPo/^^GjQTGpfi 267 } ~ felT 

Walter La\^ton xbat tlie .exeiivptioii limits both, for iiiconie-tas 

and siiper-tHx (Rs^ 2,000 and Rs. 6Gi000, respectivelj) are too 10 gX 
and should be lovvered, but lias made no speeifie recommendation. The 
exemption limit for income-tax v/as raised to E>s. 500 in 1886, to 
Rs. 1,000 in 1903, and Es. 2,000 in 1919. I do not snppose that any- 
body ivonid propose that the limit should be placed lower than 
Es. 1,000. If it wore proposed to lower the exemption limit, .it seems 
to me tlnit it would be difiieiilt to resist a demand, which lias been 
made even nrider existing eonditions, that allowances should be given 
for wdves and ehiidrer-. As the Taxation Enquiry Committee 
observed, practically' every taxpa 3 'er in Lidia is .married, whereas in 
England theie is a large number of unraarriecl persons of both sexes 
who pay income-tax. With reference to .Sir Walter Layton’s sug' 
gestioii iliat the exemption limit for income-tax in India is high, the 
absence of any allowance for wives or children or for earned, iiieonie 
must not be ov^-zdook-^d. As a matter oi fact, for a, married man, 
even without ehi.idren, the exemption limit in England (£225) is 
higher than the ex-Hr:ption limit in India. The exemption limit pro- 
posed in the draft Ceylon Ordinance, it is interesting to note, is 
Es. 2,400, and it provides for a personal allowance of Es. 2,000, an 
allowance of Es. 1,000 .each fo.r 'wife and family (whatever the num- 
ber of ehUdren), and an earned ineoine -allowmnce of IjSth of the in- 
come, subject to a maximum allowance of Es. 4,000. I presume liiat 
the economic conditioriS in Ceylon arc not so v(N.’y different from those 
in Lidia, though ^.rolmnly the general standard of wealth is liiglimo 

5. It is ab;o zHutli mentioning that although the assessalde limit 
in t"iG ease of a single person is somewhat higher in India than in 
Engdand, the perce.ntage talvcii as tax of the lower incomes in India, 
if .1 may rely on thr tables at the end of the draft Coylon Ordi- 
nance, which were prepared by an expert from SomoHiet iToiise, is 
actually higher — and a great deal higher — in the case of earned in- 
comes i,n India than in the United Kingdom, even if for the purposes 
of comparison unmarried persons in -the United Kingdom are taken. 
The table sbow.s the following percentages : — 



Income — all 

earned ^ 


British India 

United Kingdom . 


(all clas.ses). 

(single e3rson.8) 


Es. 

Rs. 

Income Bs. 2,400 

62.5 

20 

Income Es. 2,600 

65.16 

28.33 

Income Es, 3,000 

78.13 

70 

where the income 

is all unearned, the tax on an income of 


Es. 2,400 for all classes of assessees other than companies and re- 



• 4 (\{) for a 

. . ’ is Rs 62.5 in India against 0 ) 

^isterea oiHib, ^ 

in the United Kingdom. 


Lssiblc to the vast niapom.)' applying .sneh 

„-ery ^-ostly. Great diffifnlties ^oa.a ...Vably h- : mv 

to the Hindu nndiviaea tan-dj^ naor. room 

live .t . higUr &a.. iu -:. t';! 

for iVaiKl in resistration of maiTiaRe» -;nil ; 

a highly developea sy&no..v r ivivestigaxions ■ , 

To chec.li snch irauds, ne-es-sarv. These i^onid cause la lU 

,ffaiis ot assessees v-onld H desirable to vp--'t-'u-.r, -. w ooc > 

work and intense G-netxon.^ _ - ofrieer n- reiiuii ed to 

of disputable facts on iviiiv n ^ t ^ q^bte unsafe ui 

pronounce a decision, oun -i ^ eases— to admit an cissessee s claim 

cumstances^in ^ y.oof, or 
that he had a ceitain _ ii d,, " , verification. Thus is pi'ODabl> 
evidence on such a pomt w 1 1 -illowance for a family irrespec- 

„ tte cvylon Drnlt Oxdnnf »» » gel ov-« tl.e dim- 

a Ser -gLnd-ready manner. 

7. Bte.mning the Waltef Layton says that there 

Es. L00,d00.-(P«ra^?™^ ,, 

is considerable scope ' -6 5 000 and i, 00, 000. 

rate of tax on incomes i’etv/een 

criticized a similar proposal v tn. x *..c - Tiointed out the 

our note, dated 25th » 

objections to imposing ^aod that inclndiui; niwmuV'i 

the (Jommittees \nmvcriinless si mill tar corns ly an 

between 15,000 of earned ineonm, unco mosi 

allowance were ^:5-°"lona1 incomes) fall in that zone, 

earned incomes (saiam^s c*.- - or ■'■rofcssional eanungfc. 

and incomes in that zone are maxi..l, s<.h..n s ^ 

8. At present the ineome-iax ‘rj’’. ,,, ...p,-.., . at present 

incomes of Rs. 40,000 _and over pay npdrently 

one anna and 7 pies fvern Rs, 5,000 to 

iroposes both co steepen xh.. F i .- .,v , 


to 


. iakli. 


Mvxuxxx X. Oi rij.eC.d bib' 

Is. 40,000 and .also to verv nimdi hiv^mr than 

rhe maximum rate oc ineOxSA.-i... .< .... , ,o-.n?, where be- 

limR 1. io bo lowered 

:ow Rs. ^0,000. but the rates of super-tax on 

;o, say, Rs. 30,000 oi ev.„xi jnereased. Timre will, it 

neomes exceeding one labn ^ Aomn^nios and finTi.s. If the maxi- 
seems to me,^be be S imposed on all com- 

anm rate or income-tax, ^ '‘v h _ increase in the. number of re- 

%hhe grach^^n K the 

give refund^ 



on tile riwA-o+i^ ji 

SSe^t’ tTref&Tr ' 

ground, tiougk not aLays with imdorMSing™ «“ *>« 



APPENDIX III. 

Estimates according to Sir Walter Layton 'S schism 

Statement I. 


Central Govern ment . 


— 

Budget 

1929-30 

(including 

Bunna), 

1929-30 

(excluding 

Burma). 

1940-41 

(excluding 

Burma). 


Central Revenue — ; 


! 



Cust-oms . . 1 

1 

! 

51-22 

! 

47 -91 

54 • 00(g) 

(a) Growvn c.: 
revenue ^ 7 • 50 

Loss of reve 
nue on fr,. 
reign liquor — 1*50 

Income-tax 

16-60 

14- 75 

14-00(M 

{b) Growtii Oi- 

reveuiio -o-OO 

Transfer to 

province.'- . . -—0*00 

Sait^ 

6-3« 

1 0-00 

•• 


Commercial stamps 

•• 


2-00(0) 

{€} Tuc tcicAuai;,:, n 
tlse bodv of the re- 

Other taxes 

M9 

1 • 09 

1-09 

i 

port is i • 50, but 
Ib-C ■igun; gi\-eu in 
the table on pfcre 3(51 
k; 4-2-00, 

Total taxes . . 

75-36 

69-75 

i 71-00. 


Raiivsrays (net) 

6-25 

1 

1 6-00 

1 

6-00 


Opium (net) 

2-35 

2-35 


1 

Currency and mint 

2-35 

2-35 

2-35 

! 

(net). 





Tributes from Indian 
States 

* 74 

i 

•74 

1 *74 . 


receipts (net) , . 

1 1-17 

1-17 

1-32 

i 


Total 

S8«22 

' i 

‘ 82*36 

8) -60 




— 

Budget 
1929-30 
(including 
j Bnima). 

1 

1929-30 

(excluding 

Burma). 

1340-41 

(excludingj 

Burma). 

Central expenditure — 
Defence (net) 

55*10 

52-10 

45*00(ti; 

Debt cliafi~es (n.et} . . 

12*14 

10-14 

10-14 

Civil administration 
(net). 

Doss on post ofiice. ir- 
rigationj and forests | 

11*56 

*39 

i 

i0*20 1 

•39 

13* 00(d) 

•33 

Cost of collection 

3*32 

3-i2 

3-12 1 

Civil worhs (net) 

2*41 

2*41 

2-41 I 

Pensions . , 

2*7S 1 

2 • 48 ! 

J 

i 

2 * 48 i 

Other expenditure 
(net). 

"52 1 

i 

■32 1 

•52 


Surplus from separa- j 
tion of Burma. | 

Surplus ^ ^ j 


I ' 00 


lotal 


88 '22 


82-36 


4-50 


Si *50 


(d) Saving of 7 crores 
anticipated. Of 
this 3 crores will be 
absorbed by the 
grovv-th of civil ex- 
penditure. 



statement H. 


Provincial Estimates : 1929-30. 


— 

XR 

O 

pq 

Bengal. 


) 

7s 

o'- 

! 

1 

|,5 

1 

f 

( 

j 

S 

ir'i 

i 

1 Total, 

Revenue. 

Land revenue 

6*21 

i 

\ 

1 

) 

5-12 

i 

3-24 

1 

1 

\ 7-10 

i 

2-62 

1 

1+75 

1 


i 

20-93 

Excise 

5-54 

3 -39 

2 ' 25 

1*37 

i • 40 

1 i-OO 
! 

;-28 

1 ... 

1 • b-l 

I8-17 

Stamps 

2-56 

1 • 77 

4-22 

1*70 

1*21 

1 1 ’ R. 

■ 7 5 

-L'-> 

13*03 

Kegistration 

•37 

• 12 

•41 

•14 

•09 

' • iS 

* ■' 

1 * 03 

1*42 

Seheduied taxes 


■21 

•IS 





1 

•39 

Total taxes 

14*68 

IMI 

10-30 

I0-4O 

5-42 

4 ■ 94 

4 * 

2-13 

63-54 

Forests (net} 

•10 

’ 23 

• 14 

•24 

•04 

•01 

-10 

-1.8 

1-.I3 

Irrigation (net) 

•23 

— 42 

— •04 

•09 

3-09 

— •05 

— •32 

— 01 

2- 21 

Other sources 

1-38 

3-iS 

i-07 

1-03 

2-27 

•62 

•43 

• 26 

10-24 

Total 

16-39 

14-13 

11-11 

11-76 

i0-S2 

5*52 

4-83 

2 * 56 

77*12 

Expenditure. 

Land revenue and 
general adminis- 

tration . . 

2-83 

2-97 

i-91 

2*46 

1 • 59 

i 

] ■ 02 

[•04 i 

1 

1 •nti' 

14- 32 

Police 

2*01 

1-79 

2-17 

1-75 

! 1-22 

• 85 

•62 j 

i 

1 -30 

I(h7l 

Jails and justice 

1-33 

■99 

1-49 

1-16 

1-07 

•62 

^ • 14 1 


7 • 27 

Debt 

1-01 

2-06 

1 

i — 01 

•63 

— •22 

•02 

-•05 

--•Id 

3-43 

Pensions . . 

•70 

•71 

‘ -80 

•64 

•36 

•30 

• 25 

•]() 

3+6 

Education 

2-69 

2-11 

1-48 

2*04 

1*75 

•92 

• r-o 

•33 

li-9I 

Medical and public 
health . . 

1-44 

■] 

•01 

1-00 

*68 

* Si 

•-54 

• *21 

•22 

5-81 

Agriculture and indus- 
tries 

•66 

•S3 

•4i 

• 54 

* ^ O' 

•28 

, 'j*> 

•10 

3-28 

Civil works 

2-41 

1 • 64 

•98 

•52 

1-84 

•83 

•87 

•76 

0-85 

Other 

1-46 

•90 

•96 

•66 

-62 

•49 

•34 

* 23 

5*06 

Total 

16-54 

14-41 

11*19 

11*08 

9-77 

5 -87 

4-54 

2-70 

76-10 

Surplus -f 




+ •68 

+ 1-05 


+ ‘29 


+ 1*02 

Deficit — * , 

— -15 

— 28 

— 08 

•* 


— 35 

** 

— 14 

1 
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Statement m. 
Provincial Estimates 1940-41. 


Revenue. 


Revenue 


as on pre- 


vious page 


tax {a) . . 

Income-tax on agri- 
cultural income (h) 

Terminal taxes (c) . . 

Provincial fund (c) . , 

Total* 

Scipendiitire. 

Expenditure as on pre- 
vious page ' 

Surplus 


Madras. 

Bombay. 

- 

Bengal. 

pj 

Punjab. 

_______ 

B. & 0. 

d 

Assam. 

1 . 

eS 

)- 

i6-39 

14-13 

11-11 

11-76 

10-82 

5-52 

4-83 

2-56 

77*12 

♦87 

1-55 

1-64 

•56 

*53 

-40 

'29 

•16 

6-00 


•89 

•66 

•32 

'27 

' -18 

•16 

•07 

3-00 

'90 

'50 

-90 

•90 

'70 

-40 

•40 

*30 

5-00 

1-46 

*66 

1-63 

1*67 

*73 

1-18 

•49 

•28 

' 8- 00' 

2-55 

j - 

1-16 

2-87 

2*74 

1-28 

00 

0 

■86 

-45 

14-00 

22-63 1 

8-S9 ] 

18-81 ] 

7-85 ] 

14-33 

9-76 

7-03 

3-82 

113-12 

16-54 1 
! 1- 

4-41 1 

1-19 |i: 

1-08 1 1 

9-77 

5-87 

4-64 

2*70 7 

6-10 

6-09 4-48 

^'62 ! 6-77 

1 

t-66 , 

3-89 . 

i 

3-49 : 

1-12 3 

7-02 

sed on income-tax on personal incomes in 192S-29. 


' 


{b) Guess work, 

(c) Distribution based on popnlation. 

expenditure, ^ growth of revenue 173 II cover normal growth in 



Statement showing the assignments to the local Governments under rule 15 of the devolution rules for the 

YEARS 1921-22 TO 1928 - 29 . 
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APPENDIX V. 

Duty on foreign liquor {vide para. 291 op the Report of the 
Indian Statutory Commission). 

Sir Walter Layion’s proposal is that the Government of India 
should levy an import duty of 30 per cent, ad valorem on all foreign 
liquors, and that it should be open to the provinces to levy such addi- 
tional excises as they wish. The practical implications of this, and 
of similar proposals which involve handing over the taxation of 
foreign liquors to provincial governments have been examined and 
there appear, prima facie, to be a number of obstacles in the way of 
any successful arrangement on these lines. 

2. It is an essential feature of the proposals that the provincial 
governments should be free to adopt any policy they wish in regard 
to foreign liquor. At the outset, therefore, the Government of India 
would have to decide what foreign liquor ’’ should include. The 
main head ‘‘ Liquors ” in the tariff includes the following articles : — 


^riai 

No. 

Articles. 

Kate of duty. 

Duty in 
lakhs. 

Average 
ad valorem 
incidence 
of duty 
(1929-30). 

i 

Ale and other fermented 
liquors. 

8 annas per gallon 

24 

% 

22 

2 

Denatured spirit 

7^ per cent. 

1 


3 

Perfumed spirits 

Ks. 36 per gallon or 15 for 
cent, whichever is higher. 

5 

1 

44 

4 

Preparations containing 
spirit not tested. 

Rs. 30 per gallon or 15 per 
cent, whichever is higher. 




Ditto tested 

Rs. 21-14-0 per proof gallon 
or 15 per cent, whichever 
is higher. 

^ 20 

46 

5 

All other sorts of spirit 

Ditto 

189 

112 

6 

7 

Sparkling wines 

Other wines . . 

Rs. 9 per gallon 

Rs. 4-8-0 per gallon 

} " 

50 



Total . . 

254 



If the Government of India collected only a 30 per cent, duty 
on those classes on which the incidence exceeds that figure, and duty 
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at the present rates on other classes, the loss to the central revenues 
Would be : — 


Lakbs. 


1. Ale and other fermented liquors . . 

2. Denatured spirit 

3. Perfumed spirits 

4. Preparations containing spirit 

5. All other sorts of spirit 

6. Sparkling wines 

7. Other wines . . J 



Nil 

Nil 

1 

7 

138 

6 


Total . . 152 


4. The above tables give a fairly clear idea of what we have to 
deal with, but from the point of view of classification difficulties the 
important item is No. 4. This item includes spirituous di'ugs and 
medicaments, spirituous toilet and other preparations, and liquors 
and cordials, but not ordinary spirits like whisky, gin, etc., of which 

obscuration is small. These ordinary potable spirits are assessed 
under class 5, but the rate of duty on the two classes is the same in 
order that the revenue under class 5 may be protected. Now, for 
the purpose of the local excises class 5 (spirits), and liquors which 
fall in class 4, are treated as foreign liquor, but spirituous drugs and 
other preparations are not. No licences are required for their sale, 
no vend fees are collected on them, and no permits are required for 
their tra))sport. The question at once arises : are they on the one 
hand to be treated as foreign liquor ’’ and subjected to provincial 
excise duties and restrictions, to the very great inconvenience of those 
who trade in them, or are they on the othm' hand to be excluded from 
local excise control, and subjected merely to a central import 
duty which, if it is lower than the local excise duty, may render 
them a danger to the excise revenue ? 

5. Assuming that a solution could be found for this difficulty, the 
next objection that arises relates to the administration of different 
rates of duty, and possibly of different classifications of liquor for 
duty purposes, in different provinces. The process of assessment 
to duty would be carried out in the province of consumption, and it 
would presumably be necessary for each province to establish one or 
more bonded warehouses into which liquor could be brought after 
clearance from the enstom house at the place of import. This would 
necessitate in the first place, complicated arrangements for transport 
in bond all over India, and suitable preventive arrangements might 
be expensive nnd inconvenient. It might be possible for the inland 
provinces to arrange with the maritime provinces for the latter to 
collect tlieir duty for them ; but it would probably be difSciiIt for 
them to arrive at an agreement, for rates of diity*in two provinces 
and the method of classification of liquors might differ. Incidentally, 
a system of inland bonded warehouses of this nature would mean 



a complete reorganization of the basis on which distribution is at 
^present undertaken by the trade. 

6. Tile principal whole-sale dealers at the great ports at present 
mainiain considerable stocks of duty-paid liquors which can be 
despatched at a moment’s notice to customers in different parts of 
India. Under the new proposal the local Government of the place to 
which such liquors were despatched would levy their own excise 
duty on them, and the wholesale dealer would have to obtain a refund 
from the local Go'^^rmnent of the province of original import. This- 
would load to further difficulties and complications. Moreovei’, if 
the interprovincial transport was confined to liquor travelling under 
bond from one inland bonded warehouse to another in another pro- 
vince, dealers would often find it impossible to implement urgent 
orders from up-conntiw customers owing to the delay involved in 
transport from one warehouse to another, and in assessment at the 
warehouse in the province of arrival. 

7. The danger of smuggling from a province with a low rate of 
duty into one with a higher rate of duty is too obvious to need em- 
phasizing, The excise departments, of course, already have to deal 
with this difficulty in connection witli country-liquor ; but with the 
increase in motor-car traffic the danger would be very much greater 
with foreign liquor, and they would probably find it necessary to main- 
tain an expensive staff all round the borders of each province. 

8. A much more important difficulty would arise in connection 
with Indian States. The present situation, vffiereby all foreign liquor 
going into an Indian State has already paid Indian customs revenue^ 
gives rise to no particular trouble. The States’ claim to a share in 
that revenue is merely a part of their claim to a share in the general 
cixstoms revenues and docs not raise any new and separate problem. 
If, however, all the duty on foreign liquor were to be provincialized] 
Indian States would have to obtain their supplies of foreign liquor 
thpugh one or other of the maritime provinces, and they would cer- 
tainly raise the very strongest objections if they were required to pay 
duty which was going towards provincial revenues. The alternative 
of letting States have their liquors free of duty would create 
an intolerable position for the provincial governments, owing to the 
danger of smuggling from the States into the provinces. Nor, would 
any arrangement by which the States agreed to collect duty them- 
selves be satisfactory, owing to the different rates of duty prevailing 
in the difi’erent provinces. 

9. The Government of India are discussing these practical diffi- 
culties with the provincial governments, and, if they prove to bo 
insuperable, alternative method of giving the provincial governments 
a share in the revenue from foreign liquors will be considered. 
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appendix VI. 

r i;ir, ■o.r.A 979 VoL II OF THE REPORT OP THE 
Taxation of tobacco {vide para. vol,. x 

Indian Statutory Commission). 

Sir Walter L.,to.;, - '“.“.mlASo'-iSS S 


0 „ aSory^rodueed tob.Jeo'tmd c-tedited to the protdno.ol 

He makes no specific recommendauou Aeg_c.idn.^ Fnciiirv 
taidng tobacco. Those suggested by the XooAatnm Enqui > 

mittee were 


^ans of 
- Com- 


{%) An excise duty on factory tobacco. 
in) The levy of a fixed fee based on the estiniated outton 
of places where cigars, .cigarettes or pipe Oa t„i,,c.rAte 
tobacco are mauniaetured by hanc.. 

{in) A system of vend licences leading up to vend monopolies 
in specified areas. 

Plearlv anv excise duty to be levied on factory tobacco must be 

therefore) central, but nothing 

insisting on uniiormity m the tees to be Icfied “ ‘'.u ■ AnM 

or in respect of vend licences. Such forms ox tarnation shouia 
remain, as they are at present, purely provincial. 

2 A iveU-organized system of vend-fees, particularly if these 
were based on sales, might prove a fruitful .source ^ 
tfLxation and this is a line of action deserving of fiirthei 
altCgli Ifmust be realized that such fees would obviously have 
to be credited to the province of collection and theretore, do not 
exactly fit into Sir Walter Layton’s scheme On the 
the prospects of an excise on factory imoducts are f 
tliey appear at first sight. It is true that, as stated b> a < 
Layton the consumption of tobacco in the form of cigarettes has 
grown rapidly. It is not equally true to say tnat there has ^>een a 
similar growth in the consumption of pipe tobacco and oigar^ 
Sneb evidence as is available suggests that these are being stea y 
replaced by cigarettes. 

3. The animal production of oigarettes in India was estm 
by the Taxation Enquiry Committee at aoont 

the tobacco used in their production may be estimated at about 
10 000,000 lbs. About half of this is imported tobacco which already 
yields import duty amounting to 75 lahhs per anni^. Import duty 
is also levied on the cigarette paper, which is all imported, anc_ on 
most of the tinplate and paper and card-board used for packing. 
The Indian cigarette industry is thus already pajung some 80 lakhs 
of duty annually. This is equivalent to about Es. 1-13-0 per 
thousand cigarettes. At present no definite inforinat’ion is 
as to the average prices at which these cigarettes are sold, but we 
believe it to be not much more than Ks. 5 per thousand, so that the 
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incidence of this taxation is, even now, probably more chan^half 
that oi tlie duty on imported cigarettes which averages about 63 per 
cent, ad valorem, 

4. Even in these circumstances the Indian factories tind ^ it 
difficult to compete, in all except the very cheapest brands, with 
imported cigarettes, and the largest manufacturers in India about 
a year ago decided to postpone indefinitely schemes for the extension 
of their activities. It is fairly clear, therefore, that any increase 
in the taxation of the local product, to be remunerative, must be 
accompanied by an increase in the import duties which at present 
press most heavily on the cheapest brands imported. The problem,, 
therefore, resolves itself into a decision as to what further increase 
our inipoid duties can bear wdthout checking consumption to^ such 
an extent as to reduce revenue. This question needs further inves- 
tigation which will involve the collection of much more detailed 
information than is at present at our disposal, information which 
will take time to collect. All that can be said at the moment is 
that Sir Walter Layton ^s estimate is much too high and that a sum 
of two crores is not too cautious an estimate of the probable annual 
revenue, after 10 years, from an excise duty on cigarettes. 

5. These considerations raise the question wdietlier in order to 
avoid a clash betiveen provincial and central interests, it will not 
be convenient to include in the pro\dncial pool the proceeds of the 
import duty on all articles subject to a central excise duty col- 
lected .5. for pi'ovincial purposes. Sir Walter Layton, for obvious 
reasons, contemplates this course in respect of the salt lax, and it 
may prove desirable to extend it to other taxes of a similar nature. 

6. The cheaper classes of cigarettes are sold in competition wdth 
hidis wdiieh consist of dried country tobacco rolled in leaf instead 
of paper. There is a very large consumption of this form of tobacco 
which, formerly, wans produced, entirely as a cottage industry. 
Recently factories have been started in certain provinces. No 
information is at present available as to their output, nor as to the 
amount of tax that W’ould have to be applied to factory-produced 
"bidis to protect adequately an excise duty on cigarettes. These 
again are matters for which special and detailed enquiries will 
be necessary. It is, hov:ever, unlikely that revenue from this source 
would contribute largely to the proposed tobacco excise. For the 
smaller Mdi factories where mechanical power is not employed it 
has been suggested that revenue might be derived from a system 
of manufacturing licences. Such revenue would naturally be cre- 
dited direct to the provinces in which it is collected. 

7. The provinces who have been consulted in the matter do not 
as a whole favour special taxation of tobacco cultivation, 

8. Whatever final conclusions may be reached as to the best 
method, of obtaining further revenue from tobacco, it is doubtful 
whether anything can be done in this direction in the near future. 
An agitation against smoking, and in particular ngainst cigarette- 
smoldng, has been -a prominent feature of the recent political 
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situation in many parts of and the general eco« 

sion has given the movement considerable ioice. ihc i ij ■ 
on tobacco for the first four months of the current ^ •5, / 

are less than half the normal figure, and any 
at the present juncture is likely to result m a scw-bac v o _ ^ ^ 

^bich may seriously prejudice the prospect of making it an mereas- 
inff source of revenue in the future. 
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APPENDIX Vn. 

'Excise duty on matches, 

(Vide paragraph 273, Vol, II of the report of the Indian Sta^iilory 

Commisdon.) 

Sir Walter Layton recommends an excise duty at the rate of 
the present import duty and considers that it should yield about 3 
erores. This implies an annual consumption of 20 million gross 
of boxes. It was only at the beginning of the past decade that the 
manufacture of matches in India began to supply an appreciable 
proportion of the demand. Before the war the annual import 
amounted to some 12 to 15 million gross, consisting mostly of British 
and Swedish matches. During the war there were very large imports 
of inferior Japanese matches, and the highest figure reached was 
about 18 million gross in the year 1915-16. No doubt the inferior 
quality was largely responsible for the increased consumption. The 
consumption is bound, to react to any considerable increase in price, 
and it would not be safe to rely on a consumption of more than 15 
million gross annually. 

2. An important factor which will militate against the success 
of an excise duty of this nature is its almost inevitable unpopularity. 
Although, no doubt, there is specially heavy consumption of matches 
among sinokers, the bulk of the match consumption is accounted 
for by other purposes, and the burden of the greater part of the 
tax will be fairly evenly distributed over the whole bulk of the 
population. Thus every objection that can be or has been raised 
against the salt tax can be raised with almost equal force against 
a duty on matches. It is a tax, moreoA^er, whose effects will be 
much more strikingly apparent to the consumer than the effect of 
a rise in the salt duty for reasons which wiU appear from what is 
stated in the following paragraph. Further, it is a tax which can 
be resisted much more successfully than the salt tax. Economy 
in the use of matches can be practised in numerous ways and would 
^undoubtedly seriously affect the revenue if any agitation against 
the tax took place. 

3. Sir Walter Layton endorses the view of the Taxation Enquiry 
Committee that care should be taken to fix the tax at such a level 
as to absorb as far as possible (into the Exchequer) the whole of 
the increase in price It is here that the difference in the general 
standard of living between Indian and European countries makes 
itself felt. In India a considerable proportion of the matches 
consumed are sold by the single box, and a further large proportion 
in lots of three boxes. The present ordinary retail price is one pice 
per box or two pice for three boxes. It has been calculated that 
the maximum duty that could be imposed without affecting the 
price of single boxes is four annas per gross. Such a duty would 
almost certainly have the effect of raising the retail price of three 
boxes from two pice to three. Thus while the duty would only bring 
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in about 371 lakhs, it would be universally felt. If fiie duty were 
at a higher ** rate than four annas, the retail price per box would 
probably advance to two pice, and unless the duty ^vow raised to 
a figure of from Ks. 2-4-0 to Es. 2-S-O per gross box^vs, the grtsater 
part of the increase in price would go into the manufacturer^ 
pockets. In other words, there will clearly be grtea.J diificnlty in 
making a tax conform wdtii the condition that it shall inh Furiiier 
enrich the inanufacturers when it is applied to an arfacii' commonly 
sold retail in quantities whose price is tin' smallest. (e;uv»‘nient unit 
of coinage. It may be observed that tlie iiiglier rate of duty, v/hu‘h 
would correspond to a retail price of two pice per box. is higher 
than the rate imposed in many ifuropean countries. 

4. There are various methods by which a duty of tit is kuul 
might be collected. The one favoured by the Taxatii.<ii Enquiry 
Committee is tlie application of a label in the form of a " ba!ulcrol 
which must be broken before a box can be used. There are obvious 
difficulties in the way of applying this systein to iin ported matches, 
and other methods are under consideration. Anotlu'r grave diffi- 
culty wdll be the possibility of manufacture in Indian Htales, and 
it seems certain that before thb tax can have any cliance of success, 
agreements will have to be reached wdtii tlie States. 
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APPENDIX VIII. 

Terminal tazes. 

1. The present -position. — Terminal taxes at present con- 
stitute a comiDaratively unimportant factor in local taxation 
in India, having been imposed in place of octroi by certain local 
authorities. The Schedule Taxes Rules permit the Legislative 
Council of any province to pass legislation imposing an octroi or 
authorizing any local authority to impose such a tax. Where a 
terminal tax is concerned, similar power may be exercised in the 
cases of those iocal areas only which levied an octroi prior to the 
7th July 1917. To the imposition of a terminal tax in any other 
local area tbe sand ion of the Governor General in Council is re- 
quired. Such sanction has on occasion been accorded, while there 
have been a number of examples of the conversion of octroi into 
terminal tax : but the amount of revenue raised by terminal taxes 
constitutes a relatively small proportion of the total sum of ap- 
proximately 2 crores of rupees now .collected by local authorities 
in the shape of terminal taxes and octroi. 

2. Sir Walter Layton's proposals.— Sir Waller Layton recoin- 
mends the levy of a terminal tax for j^rovincial purposes at every 
railway station in India. This tax would apparently be collected 
by railway officials ; and it would be supplemented, where neces- 
sary, by^a like impost on river-borne traffic. Sir Walter considers 
that road-borne traffic is not at present a sufficiently serious com- 
petitor with railway toffic to require similar treatment. It is not 
clear whether it is intended to superimpose the new tax upon the 
octroi and terminal taxes already levied by local bodies or to 
absorb the latter in it. Absorption would obviously facilitate ad- 
ministrative arrangements, but it would involve the necessity of 
compensating the authorities concerned for the resulting loss of 
revenue. Finally, it should be stated that Sir Walter is not in- 
clined to regard the proposed tax as a permanent feature of India's 
financial system ; he supports it as a temporary measure, suited to 
the country's present stage of economic development. 

3. General effect of the tax upon Railway Finance. — In what- 
ever shape the proposed tax were levied, it is quite clear that it 
would amount to a surcharge upon the cost of transportation. 
So far as rail-borne traffic is concerned, it would constitute a sub- 
vention from tbe railway revenues of the central Grovernnient to 
the revenues of the various provinces. Incidentally, if imme- 
diately imposed, it Avould operate to prevent the reduction of fares 
and freight rates, the urgent need of which Sir Walter Layton em- 
phasizes in another part of his report. Assuming that stores, fuel, 
etc., carried for railway purposes would be exempted from liability, 
a revenue of 8 crores from the proposed tax would involve an addi- 
twn of approximately 15 per cent, to the present cost of transporta- 
tion. It is not suggested that this is a conclusive argument 
against the imposition of the tax; though it would doubtless be 
pressed by company-owned and company-managed lines. Assum- 
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authorities lindcr their control. This would assist provincial 
finances by relieving the budgets of the local Governments of cer- 
tain cash contributions which they now make to ^ their local bodies. 
This proposal iriight obviate difficulties in connection with th« 
treatment of the terminal taxes and octroi at present levied by local 
authorities ; biit it would, in all essential points, be open to the 
objections urged against the provincial tax. 

6. A ssam. — ^While the foregoing objections are strong against 
the intro duct ion of terminal taxes as a general source of provinejal 
revenue, it svould be possible to argue in favour of their institu- 
tion, as a special uicasiire, in special circumstances such as exist, 
for example, in 1he. province of Assam. The Goverimient of Assam 
have pointed out, first, that neither octroi nor terminal tax lias yet 
been introduced by any local authority within the province ; 
secondly, tliat it is in urgent need of the proceeds in order to 
finance the deveiop^nenL of internal communications, thereby in- 
cj‘(‘asing llie volume of the trade and of railway traffic ; thirdly, 
that it is in a ])osition to exercise effective control over river-born« 
traffic, which is approximately equal in volume to that carried 
by rail ; and, fourthly, that the province is situated at the end of 
the railway system, so that the tax, if imposed upon imported 
goods only, could not operate as a transit duty. These arguments 
are not without force. The circumstances of this province are special, 
and there is reason to hope that a proper utilization of tiie proceeds of 
such taxes might operate to increase, rather than diminish, raihvay 
traffic wilihin its borders. The question requires further investiga- 
tion in detail, which it is proposed to undertake. Pending the 
results of such investigation, the question whether the tax should 
be imposed upon exported goods as well as upon imports and local 
traffic may be regarded as open. 

7. Bihar and Orissa. — The Government of Bihar and’ Orissa 
also have represented their desire to impose terminal taxes foi^ pro- 
vincial purposes. In this case, the special considerations urged by 
Assam have no applicability ; although it is true that such taxes have 
not yet been levied by local authoxhties in the province. The gcxxcral 
objections to the taxes as a provincial impost are applicable in this 
case. Their developm.ent as a source of municipal revenue must 
be governed by the policy which may be adopted, in this eoniu'^e- 
tion, for India as a whole. 

8. The maintenance of terminal taxes as a legitimate form of 
taxation by local authorities. — As already explained, terminal taxes 
-can at present be authorised by a local legislature, as a method of 
financing local bodies, wherever an octroi was in force on the bth 
July 1917 ; and can bo levied in other local areas with the special 
sanction in each case of the Governor General in Council. ‘ It is a 
matter for consideralion whether this position should be stereo- 
typed under the new const ituiuon, and the question is engaging the 
attention of the Government of India. It has long been recognised 
that neither a terminal tax nor an octroi constitutes an ideal foiun of 
taxation. The former is apt to become little more than a traxxsit 
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the central P^overnnient itseii must be taxation which 

there must be, authority to ibon bv Ihe central 

would bo contrary to the ^r to die third of 

(lov,,riiment in <ionmii-y<nul ^ pit ot' ''in’ in’inonau- 

these pointt attention >S “ "•rb*" t f fticn 1 o (i"-."riiiiio..t at 

1 =" •• 



2S8 


APPENDIX IX. 


Memorandum by the Government of India^ Finance Department 
DATED THE IItH JulY 1930, ON THE FINANCIAL ASPECTS OF THE 
SEPARATION OP BURMA. 


Paras. 

I. — Effect on revenue and expenditure of the Govern- 
ment of India • • • • • • 1 ^ 

II. — Effect on currency arrangements . . . . 9 — 14 

III.— Miscellaneous . . . . . • - . 1-5 

Annexure I. — Effect on Government of India revenue 
from duty on silver. 

Annexure II. — ^Llemorandum on paragraphs 6 — 9 of 
Appendix to Part YIII of the Commission's 
report. 


I. — Effect of separation on the revenue and expenditure of the 
Government of India, 

In paragraph 222 of their report the Commission say : — 

Though the actual settlement between the two countries must ♦ 
^ be determined by subsequent negotiations, w'e are here 
concerned to note and endorse Sir Walter Layton^s 
general conclusion that separation could fairly be effect- 
ed in such a way as to do no financial injury to either 
country and to leave Burma with adequate resources for 
her present needs and a balance for development pur- 
poses in excess of that which she obtains to-day 

The conclusions arrived at by Sir Walter Layton, and the various 
assumptions made by him, are examined in the following para- 
graphs : — 

2, In paragraph 3 of the appendix Burma’s contribution to 
defence has been put at 3 crores, and it has been assumed that the 
while amount of this contribution will be a deduction from India's 
military expenditure. The amount taken seems reasonable, but natur- 
ally it is only a rough estimate and the actual contribution fixed may 
be very different. Moreover, it is not certain that the whole of 
Burma's expenditure on defence will be a deduction from India’s 
army expenditure, though, if the arrangements contemplated in para- 
graph 221 of the Commission's report are made, this will be the case. 
The Burma Government in paragraph 16 of the memorandum on 
separation which they prepared for the Commission put the contri- 
bution for defence at 123 lakhs, ie,, roughly the actual expenditure 
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n.„ taeurred n. Bm-Ma., ClearJj f ' aS'.te 

. ment is too low, but it is possible that ^ 3 -is 

will prove to be too high. ^ lower ^'ure has to be ccn- 

problematical, and the possi 1 1 j (Government of India 

templated in considering the efteet on the Government 

1 . G of the annendiv Sir Walter Layton puts 

Buna’s” hare‘5 Mia's debt at 30 to 36 “„“‘n«S 

?.Tr‘"The torOo^Saent ia f “ '"riadrarkl^^^^^^ 

tion put Burma’s share of the cover interest and 

and assumed an annual payment of 122 la^khs to oblem- 

contemplated. 

4. On the revenue side, Sir Walter Layton makes the following 
assumptions 


(a) 

(&) 


(c) 

id) 


Indo-Bnrmese trade will become subject to easting cus- 
toms duties with certain exceptions noted below. 

India will impose a duty on kerosene imported from 

Burma at the same rate as ^ 'Xs o^ mot“ 

other countries, and an import duty of 4 annas 
split imported from Burma. (The finaneia effect of 
?his is worked out on 1928-29 figures but allowance is 
made for the reduction effected m the b 

import duty on kerosene at the end of paragraph 10.) 

Burma will repeal protective import duties now in force. 

Burma will impose the existing export _duty_ on rice sent 
trindia. (The figure of 60 lakhs given in Pf upapn 
7 should be reduced to 45 lakhs on account of e 
ductioii in export duty in the last budget.) 

These assumptions are reasonable, but it is possib e ^ a . ^1 - 

arrangements between India and Burma will be different and that 
IndiaS revenues may suffer more than is estimated. 

5 To complete the picture one further assumption has to be 

made.:!., that India would iuipos® ^ ^Slxulf^I to th!? mmt 
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•aseixmed by Sir Waiter Layton. Tiie railway revenues of the Govern- 
ment of India would also a corresponding amount, but assuming that 
tl2|5 present am-angements for contributions from railway revenues 
remained unchanged, the effect on general revenues w^ould not be 

large. 

7. From paragraph 11 of the appendix it is clear that t3ir 
Walter Layton realizes that his assumptions m^iy be wide of the 
mark, for he indicates that India may lose by the separation. In 
these circumstances the Finance Department consider that it. would 
not be safe to accept ^t present the Commission's finding that separa- 
tion could fairly be effected in such a way as to do no financial injury 
to India. They Avould, how^ever, go so far as to say that separation 
could fairly be effected in such a v;ay that the revenue loss to India 
would not be of sufficient magnitude to make it a factor of great 
importance in considering the pros and cons of separation. It is 
fairly clear that a special committee will have to be appointed to work 
out the details of the financial settlement. 

8. The Finance Department accept the viev/s of the Commission 
on Burma h credit in the event of separation given in the second half 
of paragraph 222 of the report. 

II . — Effect of separation on currency arrangements. 

9. If Burma is separated from India, the adoption of a different 
currency system by Burma has to be contemplated. The Government: 
of Burma might adopt one of the three follovfing courses 

(a) They might retain the Government of India currency in 
the same way as Iraq up to the present has used the 
Government of India currency. In view of the close 
trade connection between Burma and India, and the 
fact that the people of Burma are accustomed to the 
rupee currency, there would be a good deal to be said in 
favour of this course. It is possible, how'e\^er, that ihe 
Burma Government will favour a eurrency system 
which would be semi-dependent on the Indian eurrency 
. system as suggested in (&) below or completely in- 
dependent of the Indian currency system. 

{h) The Government of Burma might adopt a system similar 
to that of Ceylon which is briefly that the rupee is the 
monetary unit and its exchange value is the same as in 
India, namely, Is. 6<i., but the Ceylon Government has 
its own note issue and its own subsidiary coin. Definite 
information is not available regarding the reserves kept 
by the Ceylon Government against this note issue, bat 
the reserve is presumably composed partly of silver 
rupees and partly of securities of the Government of 
India, though there may be securities o"f the Ceylon 
Government in addition. Such a system would avoid 
a definite break with the past, and would retain the rupeje 
m the standard coin — a point which might be of con- 
siderable importance, especially in the backward tracts* 
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It would also avoid exchange fluctuations between 
Burma and India and would, therefore, tend to facilitate 
trade. 

The currency syvStem of Burma might be completely 
separated from the currency system of India, and 
although it is j)robable that the Government of Burma 
would have a coin corresponding do the rupee as the 
monetary unit, and that the exeiiange value of the 
monetary unit would be Is. 6cZ., the Government of 
Burma or a bank to whom they might entrust the work 
would be responsible for maintaining the exchange value 
of the monetary unit quite independently of the Govern- 
ment of India. 

10. If either of the alternatives in paragraphs 9 (h) and 9 (c) 
were adopted, Indian currency now in circulation in Burma wmiild be 
replaced by currency issued under the authority of the Burma Govern- 
ment and would have to be repatriated. The arrangements for 
this repatriation would depend on the system adopted by the Govern- 
ment of Burma, and it is necessary to examine briefly what these 
arrangements should be. 

11. If a system on the lines indicated in paragraph 9 (b) above 
were adopted, all the subsidiary coin and the notes now in circula- 
tion in Burma would be replaced by new subsidiary coin and new 
notes. If no special arrangements w^ere made, these subsidiary coin 
and notes could be shipped to India, and full currency value could be 
obtained for them. Such a procedure would not be fair to India for 
the reasons given below. As there are essential differences” in the 
position regarding the subsidiary coin and the position regarding the 
notes, they will be dealt with separately : — 

(a) Subsidiary coin , — As the profit on the issue of nickel and 
copper coin is taken to revenue in the yeai' in which it 
is issued, the profit on the nickel and copper coin now 
in circulation in Burma has already been credited to 
the revenues of the Government of India and has been 
used for the common purposes of India and Burma. 
The profit on the coinage of small silver coin is dealt 
with in the same way as the profit on the coinage of 
silver rupees. In paragraph 12 (a) below it is shown 
that no profit has accrued to the Government of India 
on the coinage of silver apart from sums that have 
already been taken to revenue. It would be unfair to 
India if the Government of Burma were to withdraw 
subsidiary coin from circulation, obtain its full cur- 
rency value from the Government of India, and issue 
in its place a fresh subsidiary coinage on w'hieh they 
would make a large profit, while the Government of 
India would lose a corresponding amount on the sub- 
sidiary coin withdrawn from circulation. The most, 
therefore, that the Government of Burma would be en- 
titled to demand from the Government of India would 
be that the Government of India should supply to the 
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-Government of Burma new subsidiary coinage in ex'- 
change for the subsidiary coinage withdrawn from cir- 
culation. In other words, the Government of Burma 
could either have their new subsidiary coinage executed 
at a Government of India mint free of charge, or they 
could demand the bullion value of* the subsidiary coin- 
age withdrawn from circulation plus the cost of recoin- 
ing itr 

{!)) Notes. — As the profit on the note issue is a recurring item^ 
the Government of Burma would be entitled to pay- 
ment for the full exchange value of the notes repatriated,, 
and the main question to be settled would be the form 
which this payment should take. Assuming that the 
reserve maintained by Burma would consist of rupees 
and securities of the Government of India, it would be 
a simple matter to make payment in these forms in the 
i proportion which might be desired by Burma. If it 

were decided that a part of the reserve should be held in 
i securities of the Government of Burma, then to this ex- 

; tent payment for notes repatriated might take the form 

) of a decrease in the amount of the debt of tbe Govern- 

ment of Burma to the Government of India. 

12. If the Government of Burma were to adopt a completely in- 
dependent currency system on the lines indicated in paragraph 9 (o) 
above, rupees would have to be repatriated in addition to subsidiary 
coin and notes. The position regarding the subsidiary coin would 
be the same as that indicated in paragraph 11 (a) above ; rupees 
and nates are dealt with below : — 

(a) Bilver rupees, — The profit on the coinage of silver coin 
which has accrued since the gold exchange standard 
was established, has been credited to the gold statidard 
reserve. During the last few years the interest on the 
gold standard reserve has been taken to revenue, 
and in so far as the interest on the gold standard 
reserve has been taken to revenue, Burma has already 
shped in the advantages obtained from the profits on the 
coinage of the rupees. The present position is that al- 
though we have incurred large losses on the sale of silver 
obtained from melted coin and these losses have not 
been debited to the gold standard reserve, the amount 
of the gold standard reserve is not sufficient to cover 
the difference between the bullion value and the exchange 
value of the silver held in the paper currency reserve. 
As the gold standard reserve does not cover 'our pros- 
pective losses on the sale of silver, it may be said that 
apart from interest on the gold standard reserve al- 
ready credited to revenue no profit has accrued from the 
coinage of silver, and that a loss will probably eventuate. 
The most, therefore, that the Government of Burma 
vmuid.be entitled to demand from the Government of 
India would be the bullion value of the rupees witb- 
drawn from circulation and ampatriated p/a.s' 'ihe cost 
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of coinage of the currency which would replace these 
rupees. 

(6) Notes , — Although Burma would be entitled ^to pa^^ment 
for the full exchange value of repatriated Government 
of India notes, there would clearly have to be made a 
definite arrangement as to the form in which this pay- 
ment should be made. Otherwise the Burma Govern- 
ment might ship these notes to India, hiiy sterling wfili 
them and obtain full sterling cover, for their new note 
issue at the expense of the sterling reserves of the 
Government of India. A fair arrangement would seem 
to be that the Burma Government should be paid ui 
sterling an amount which would bear the same propor- 
tion to the total amount payable as the sterling and 
gold reserves of the Government of India (including 
the gold standard reserve) bear to the total note issue of 
the Government of India. Such an arrangement would 
give the Burma Government the same proportionate 
sterling cover for their note issue as was held by the 
Government of India, and as there would be a reduction 
in the Government of India note issue corresponding to 
the amount of the new Burma Government issue, the 
Government of India’s holding of gold and gold 
securities would not be proportionately diminished. The 
remainder of the amount due to the Burma Government 
might be paid partly in tlie form of silver if the Burma 
Government desired to have silver, and if not, wholly in 
the form of a reduction of the amount of the debt of the 
Government of Burma to the Government of India. 

13. From the above brief outline it is clear that one of tht condi- 
tions of the separation of Burma from India should be an arraug(>- 
ment which would safeguard the interests of India in the event of 
Burma adopting a new currency system. It is not easy to devise a 
formula which could be included in the legislation which will ]n*e- 
sumably deal with the separation of Burma, but a safeguarding <rlaiise 
on the following lines might be sufficient : — 

If the Government of Burma adopts a new currency system, 
payment by the Government of India to the Govern- 
ment of Burma for Indian currency withdrawn from 
circulation in Burma and repatiiated to India shall be 
limited to an amount which will represent the cost to 
the Go\'ernment of Burma of replacing the currency 
withdrawn from circulation and shall be made in such 
a manner that the gold and sterling reserves of the 
Government of India would not be proportionately 
weakened.” 

Presumably, the Act would name some authority, probably the 
British Government, as the authority to decide differences between the 
Government of India and the Government of Burma which might 
arise in carrying out the provisions of the Act, and this authorily* 
would have to be the aiithority to decide the extent and the form of 

r2 
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payments to be made by the Government of India to the Government 
gf Burma foi; currency repatriated. 

- 14. In the above paragraphs the assumption has been made that 

the currency arrangements in India remain as at present. In the 
event of •the Government of India note issue being replaced by a 
reserve bank issue before a new currency system is introduced in 
Burma, special arrangements regarding Burma would probably have 
to be made at the time of handing over the note issue to the reserve 
bank. Whatever c^irrency system might eventually be adopted by 
Burma, presumably no change would be made until some time after 
separation v/as effected. During this period the Indian Currency Act 
and Indian Coinage Act would have to apply to Burma. 

III. — Miscellwneous. 

15. Some of the more important questions which the Finance 
Department will have to consider, if it is decided to separate ]3urma 
from India, are dealt with below : — 

(1) Ways and means, — Presumably, the Burma Government 
would arrange with the Imperial Bank of India to conduct their 
business on much the same lines as the bank now conducts the business 
of the Government of India. The Burma Government would take 
over control of the resource work at treasuries, where the Govern- 
ment of India should probably arrange to maintain currency chests 
as long as Burma used Indian currency. 

(2) Government of India securliies held in Burma ,, — At present 
a considerable volume of Government of India securities are held in 
Burma, and interest is payable at any treasury in Burma. Clearly, 
it is d^irable that Burma holders of Government of India securities 
at the time of the separation should have the same facilities for draw- 
ing the interest as they now have, and it would be desirable to arrange 
with the Government of Burma for the continuance of these facilities, 
at any rate as regai’ds securities held in Burma at the time of the 
separation, though it will probably be undesirable to allow further 
transfers from India to Burma. The Government of Burma could 
be given a commission on the amount of interest paid. 

(3) Fast office cash certificates , — On separation, presumably 
the issue of Government of India post office cash certificates in 
Burma would cease, and the Government of Burma would issue certi- 
ficates of their own. As, however, the certificates x>reviously issued 
would represent an obligation of the Government of India, and as it 
would be a very complicated matter for the Government of Burma 
to attempt to take over this obligation, an arrangement would iuive 
to be arrived at by which the Burma Government would arrange for 
the payment, of the certificates as they mature at their ])ost offices 
and debit the amounts to the Government of India. Proi>ably they 
would have to be given a commission for this service. 

(4) Post office savings hanlc deposits , — In this ease the simplest 
method of procedure probably would be for the Burma Government 
to take over the savings bank deposits from the Government of India> 
the debt of the Government of Burma to the Government of India 
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feeing reduced accordingly. It might be said that the depositors 
would have reason to complain of such a transfer, because their de- 
posits would be transferred from an institution backed by the credit 
of the Government oh India to an institution backed only by the 
credit of the Government of Burma. This difficulty could be got over 
by giving depositors notice some time in advance that their deposits 
.were to be transferred, so that they would have an opportunity of 
withdrawing tliem if they desired to do so. 

(5) Provident fund deposits, — Presumably, the provident fund 
deposits belonging to officers of the Burma Government and any 
officers of the central Government which may be transferred to the 
Burma Government would be taken over by the Government of 
Buiana, who would also take over the incidental liabilities. The total 
amount of deposits would be presumably deducted fi'om the debt of 
the Government of Burma to the Government of India. 

(6) Other deposits, — At present all deposits received in Burma 
are taken into the balance of the Government of India. Presumably, 
the Burma Government would take over these deposits with the inci- 
dental liabilities. 

(7) Family pension funds. — Presumably, officers serving under 
the new Burma Government would not be eligible to subscribe to the 
family pension funds now administered by the Government of India, 
but the Government of Burma would start similar funds of their own. 
Arrangements would have to be made to transfer officers’ subscrip- 
tions from the Government of India funds to the new funds of the 
Government of Burma with i^robabiy a contribution from the Govern- 
ment of India to cover the period during which the officer was in the 
service of the Government of India. Here, again, the total amount 
transferred could be taken in reduction of the debt of the Govern- 
ment of Burma to the Government of India. 

(8) Income-tax. — ^Most of the trade in Burma is conducted by 
Indian or European firms which are at present assessed to tax either 
in Burma or in India on the total, income from their operations in 
both countries. The question of double income-tax will, therefore, be 
of considerable importance. 

(9) Staf. — The conditions on which the Government of India’s 
itaff employed in Burma will be taken over by the Government of 
Burma will have to be worked out in detail. 

(10) Bailway s.—ldcie terms on which the Burma railways will 
be taken over will have to be worked out very carefully. They are 
the most profitable portion of the Government of India railway 
system, and even if it is decided that the Burma Government should 
take in future the full profits regardless of losses which may have 
occurred in the past, i.e.^ that they would merely have to pay to the 
Government of India the capital at charge on these railways, the rate 
of interest which the Government of Burma should pay to the Govern- 
ment of India on the capital at charge will be difficult to determine, 
as the capital has been raised over a period of years at different rates 
of interest. 
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(11) Posts and telegraphs.— terms on which the assets of 
thP Posts and Telegraphs Department will be taken over bj- the Burma 
-nrill have to be worked out in detail. 


(12) Government of India lands and luUdings . — Here again 
a difficult question will arise as to the terms on which the lands and 
tiPdino-s at present in possession of the Government of India should 
he handed over to the Government of Burma. 



1924 

1925 

1926 

1927 

1928 

1929 


ANNEXURE I. '{See para. 5.) 
Production of silver- in BurmcL 

(In thousands of fine ounces.) 

5,288 

‘ 4,832 


5,104 

6,004 


7,405 

7,290 


Exports of silver from Burma, 


— 

India, 

Straits 

Settle- 

ments. 

Federated 

Malay 

States. 

Mauritius. 

Total, 

1924-25 

i 

5,430 




5,430 

1925-26 

4,791 

15 

16 


4,822 

1926-27 

4,627 

41 

56 


4,724 

1927-28 

6,411 

18 

37 


6,466 

1928-29 

7,648 

32 

39 

■ 344 

7,963 


Imports of silver into Burma. 


— 

India. 

! 

United 

I’Ungdom. 

Hong 

Kong. 

Federated 

Malay 

iStates. 

Total. 

1924-25 . , . . 

. . 

.. 




1925-26 


3 


7 

1 10 

1926-27 

2 




2 

1927-28 

9 

72 

10 

* . 

100 

1928-29 

5 

4 

- 

- 

9 


It will be seen from the above figures that the imports of silver 
into Burma are negligible, and that almost the whole of the silver 
produced in Burma is exported. As figures of production by official 
years are not available, it is not possible to calculate the actual 
amount of silver consumed in Burma, but the above figures show 
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the circumstances the Govern- 
ment of Burma will not llnd.it profitable to impose import and ex- 
eise duties on "silver. 

So far as India is concerned, if India levies an import duty of 
4 annas an ounce on silver imported from Burma, the Government 
0 Itodia will lose very little as almost the '.'.diole amount of the silver 
produced m Burma is exported to India. The Government of India 
will lose only the exeise duty on silver consumed in Burma but the 
figures show that this amount is negligible. 
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ANNEXUEE IL 

Memorandum on paragraphs 6 to 9 of Api’iaNnrx to Part Vi 11 of 
THE SrATUTORA" Co&uiissiON' s REPORT. ’ {Pages :3S2 to 2SL) 

Se'paration of Burma and eiisioms reeenues. 

This memo rand mil deals with the effect ol: levyiitg' ijuport duties 
in Burma and in India on Indo-Burmesc tTade. The trade in 
kerosene and petrol is excluded from this exaiuiuatioTn Sir Walter 
Layton ts estimate is that Burma will obtain Tie ie.khs from import 
duty on goods from India, and that Imlia will obtain 2d laldts troai 
import duty on goods from Burma (paragraph 9 of Bie appendix, 
pages 283 and 284). Tliis estimate is based on tlio assumptioTi lliat 
the existing import duties will be applied at l)oth eruls (}>aragraph 

7). 

2. Pour statements are attached : — 

(T) Imports of Indian merchandise into Burma. 

(II) Imports of foreign merchandise into Burma from 
India. 

(III) Imports of Burmese merchandise into India from 

Biirina. 

(IV) Imports of foreign merchandise into India from 

Burma. 

These statements re]n*esent the trade for 1928-29, aiid are taken from 
tables 7 to 10 in Part IT (pages 219 — 267) of the sea-borne trade 
and navigation of Burma for 1928-29 (the latest volume available). 
In each statenuu)! tiie total trade is divided into throe groups : — 

Free goods. 

Goods at Kspecial rates of duty, 

Gootls dutiable at 15 per cent, ad valorem. 

Deductions have then been made for the iutra-}u’Ovineial trade, i,e.^ 
between ]:>orts witliin the province of Burma, and the duty hndablc 
at existing rates on the trad(‘ befv/eeri Burma, ami Tmlia lias Imea 
e»timate<h 

3. The resiib of the estimaic may ho displayed in I ho folhoving 


statement : — 

Lakhs, 

lyiiiy payable in Bi(rma — * 

Indian mercliandij^e * , . , , . . . 2tK) 

Foreign merchandise . * . . , . . . 24 

Total duty , . 314 

Duty payable in India--- 

Burmese merchandise . , . , , . , . 95 

Foreign merchandiae , , . , , - - . S 


Total duty 103 



250 


trade in ‘foreign merchandise will be affected in quite a differ- 
ent; way from that in indigenous products. Foreign naerchandise, 
which now goes to Burma from India, has already paid duty in 
India. In future part will go direct, and the greater part of the 
remainder will be shipped under claim for drawback, and in either 
ease India will lose the duty. To be on the safe side it would be as 
well to treat the duty as a debit to Indian revenues, and similarly to 
debit Burma ^s revenues with the duty leviable in India on foreign 
merchandise exported from Burma. We thus obtain the following 
result : — 


Burma. India, 

Gain . . . . . . . . . . 314 103 

Loss . . . . . . . . . . 8 24 


Net gain , . 306 79 


4. This result assumes that the trade will remain at its present 
level. Naturally some depression will follow the imposition of 
duties, but it is difficult to see how the effect can be as great as is 
suggested in Sir Walter Layton figures. A gain to Burma of S40 
lakhs and to India of 60 lakhs would not be an extravagant estimate. 
Sir Walter Layton’s figure of 116 lakhs for the gain to Burma is the 
Burma Government’s own estimate, and it has been ascertained that 
this was merely intended as a safe guess calculated in the following 
manner. The average duty on imports of foreign goods into Burma 
in 1926-27 was 17 per cent. An average duty at the guess figure of 
8 per cent, (on roughly half the above amount) on Indian goods .im- 
ported into Burma would yield on the 1926-27 imports 116 lakhs. 

5. In dealing with India’s customs revenues from existing 
sources, a flat rate of 2 annas for kerosene has been assumed. Sir 
Walter Layton, writing no doubt before the introduction of the 1930- 
31 budget, has taken 24 annas. At the 2-anna rate for kerosene the 
gross gain to India will be — 



Lakhs. 

Existing excise 

190 

Additional rate on kerosene 

56 

Nett duty on other imports from Burma 

60 


306 


against Sir Walter Layton’s figure of 326 lakhs. At the present rate 
of customs duty on kerosene (2J annas) India would gain 334 lakhs* 
On the other hand, thi.s estimate gives a gain to Burma of 997 lakhs 
against Sir Walter Layton’s figure of 873 lakhs. 
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I. 


Coasting v. 




■ckandm—Values wnd duty 


Gross. 


Total 

Free goods. 

Animals 
Books . . 

Grain, pulse and floiu 
Hides and skins 
Machinery 
Mainires 

Total irce 

Total dutiable 

Aflicks at special rates. 

Coal 

Fifth, salted 

Fmlder 

MatehcH 

Tobacco 

Toys 

Total at apecial rates 

Ad mlorem at IS% 
Total duty 


1,54:1 


Intra-pro- 

viEhcial 

trade. 


141 


Net 

India- 

Burma. 


1,402 


Duty. 


m 

i 

i 

i 

142 

1,401 


I 


116 

1 

1 


10 


122 


in 

17 

O' 

4 

ino 

•*> 

,i> 

267 

IJM 


9 

14 

lOK 


123 


1,279 


Hi 

17 

I 

121 

253 

L026 


1 

ISO 

I 

136 

154 


m 
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. II. 


Coasting imports into Burma — Foreign merchandise — Values and 

duty in lakhs. 


— 

Gross. 

Intra 

Pro- 

vincial. 

Net 

India- 

Burma. 

Duty. 

Total 

193 

84 

109 


Free goods. 

Books . . 

1 

, . 

1 


Dyes . . 

2 


2 

•• 

Machinery 

15 

4 

11 

•• 

Total free 

18 

4 

14 

• • 

Total dutiable . . 

175 

80 

95 


]>utiabh at special rales. 





Liquors 

5 

2 

3 

3 

Matches 

2 

1 

1 

1 

Tobacco ^ . 

11 

4 

7 

7 

Total 

18 

7 

11 

11 

A d valorem at 16% 

1 157 

73 

84 

13 

Total duty 
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III. 




Coasting exports from Burma- 

duty 

— Burmese merchandise — Values and 
in lakhs. 


Gross. 

Intra 

Pro- 

vincial. 

Net 

Burma- 

India. 

Duty. 

Total 

3,317 

117 

3,200 


Kerosene and petrol 

885 

16 

870 

- 

Total excluding kerosene and petrol 

2,432 

102 

2,330 

- 








1 

Gross, 

Iiitra 

Pro- 

Net 

* Burma- 

* 

T)utr, 

_ . 1 

vincial. 

Jndia. 


Free good ^. 



1 


€ram, pulse and dour 

1,760 

* 9 

1 

1,751 

1 

\ 


Hides and skins . . 

8 


8 1 

! 



51 


51 


Stick lac 

1 


I 

1 


Cotton, raw 





Total free 

1,820 

9 

1,811 


Total dutiable osciuding kerosene j 

1 612 

93 1 

5X9 


and petrol . . • • • • ' 



Dutiahh at spe,cml rates. 

2 

1 

i 

1 

i 

1 

1 

Fodder 

18 

2 

16 

1 13 

Matches 



1 

i 

Lubricating oil . . 

34 

- 

34 

3 


21 

9 

12 

S 

Tobacco 




Total (excluding kerosene and petrol) 

75 

12 


24 

dutiable at special rates 


Ad valorem at 15% 

637 

81 

456 

71 

Total duty (excluding kerosene and 




95 

petrol) 






TV. 


CoaMns apoH. from Bp^forom monUndioc-Valueo ma 

duty in taJcns. 


— 

Gross. 

Intra 

Pro- 

vinoiak 

Het 

Buma- 

India. 

Duty. 

1 

Total 

122 

75 

47 


Free goods* 

Maohhiery 

Total tree 

5 

4 

1 

- 

5 

4 

1 


Total dutiable 

117 

71 

46 

* < 
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Gross. 

Intra 

Pro- 

vincial. 

Net 

Burma- 

India. 

Duty. 

Dutiable at special rates. 

obacoo 

« 

3 

! 

2 

1 

1 

Total at special rates 

3 

2 

1 

1 

Ad valorem at 15% . . 

114 

69 

45 

7 

Total duty 

•• 

•* 

•• 

S- 
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List of Enclosures. 

1. Letter to all local Grovernments of Governors’ Fro- 

vilices (except Burma), No. F.-67|30-E.j dated tlio- 
24tli June 1930. 

2. Letter to tlie Clrief Secretary to the Governmeut ot 

Burma, No. F.-67|30-K., dated the 24th June 19o0. 

3. Letter to the Eegistrar, High Court, Calcutta,^ 

Appellate Side, No. F.-67i30-R., dated the 24th June 
1930. 

4. Letter to the Chief Commissioners, Coorg, Baluchistan, 

Delhi, Ajmer-JVlerwara, No. F.-67J30-E., dated the 
24th June 1930. 

5. Ijetter to the Chief Commissioner, North-West h’ronticr 

Province, No. P.-108|30-R., dated the 2nd August 
1930. 

6. Letter from the Government of Madras, No. 978, dated 

the 11th August 1930. 

7. Letter from the Governmeut of Bombay, No. IjlOl,. 

dated the 13th August 1930, and enclosures. 

8. Note by His Excellency the Governor of Bombay. 

9. Telegram to the Government of Bombay, No. 2940-S., 

dated the 31st August 1930. 

10. 'J.''ejegram from the Government of Bombay, dated the 

7th September 1930. 

11. Letter from the Government of Bengal, No. 219-A..C., 

dated the 15th August 1930, and enclosures. 

12. Letter from the Government of Bengal, No. 222-A.C., 

dated the 22nd August 1930, and enclosure. 

13. Letter from the Government of the United Provinces, 

No. 4949-C., dated the 23rd August 1930, and 
enclosures. 

14. Letter tTom the Government of the Punjab, No. 4706-S. 

Reforms, dated the 14th Aiigust 1930, and enclosures. 

15. Letter from the Government of the Punjab, No. 6504- 

S. Reforms, dated the 16th September 1930, axid 
enclosures. 

16. Letter from the G-oyernment of Burma, No. 392-D.-30, 

dated the 13th August 1930. 

17. Letter from the Government of Bihar and Orissa, 

No. 4S6S-A.R., dated the 23rd August 1930, and 
enclosure. 
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18. Letter from the Government of the Central Lroviii- 

ces, iSTo. R.-15-IV, dated the 12th August 1930. 

19. Letter from the Government of Assam, hio. Min.-Sj 

8801- A.F., dated the 12th August 1930. 

20. Letter from the Chief Commissioner, Delhi, hJo. 7131- 

Home, dated the 8th August 1930. 

21. Letter from the Chief Commissioner, Coorg, hio. 2-B52j 

11-28, dated the 4th September 1930. 

22. Letter from the Chief Commissioner, North-West 

hh-ontier Province, No. 3305-P., dated the 28j29th 
August 1930, and enclosure. 

23. Jjetter from the Chief Commissioner, Baluchistan, 

No. 3614-P., dated the 14th August 1930. 

24. Letter from the Chief Commissioner, AJmer-Merwara, 

No. 45-C.|lll-C.C.|30, dated the 15th August 1930, 
and enclosure. 

25. Letter from • the Registrar, High Court, Calcutta, 

No. 11741-G., dated the 18th July 1930. 


Lsl49RO— -so— 3*10-30— GIPS 



